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PROFESSIONAL NOTES. 


Direction of Labour 


The Government’s plans for moving labour into 
“essential’’ and away from “ unessential’’ work, 
the authority for which is contained in the Control 
of Engagement Order, were explained by the Minister 
of Labour last month. If t intentions are 
fulfilled, direction of labour will be relatively limited 
in scope and also in effect. Whilst this limitation is 
no doubt to be welcomed from the viewpoint of 
personal liberty, it carries with it the implication that 
the economic effect of the proposals will be a qualified 
one and their contribution towards a solution of our 
serious difficulties must therefore be sev dis- 
counted. Mr. Isaacs explained that, at least for the 
time being, direction will not be applied to anybody 
who is already in a job. The Order aims at enabling 
the Government to divert into “‘ essential ” jobs men 
and women who are seeking employment. This will 
be aimed at by the requirement that employers should 
obtain their labour—and workers their employment 
—only through a local office of the Ministry of Labour 
or an approved employment agency. The promise is 
made that the widest available choice of jobs will be 
given to workers—if possible in their normal accupa- 
tion—and only if they insist on taking up “ un- 
essential ” work (or no work at all) will directions be 
issued. The Order, which becomes effective on October 
6 and expires at the end of 1948, will apply to men 
aged 18 to 50 inclusive, and women aged 18 to 40 
inclusive, excluding women with children under 15. 
Exceptions: to the Order comprise workers under- 


taking employment for not more than 30 hours 
weekly, whether with one or more employers, and 
those engaged in a “ managerial, professional], ad- 
ministrative or executive capacity.” Similar words 
were used in the Control of Engagement Order, 1945, 
and their interpretation at that time as applied to 
members of the Society was the subject of a note in 
ACCOUNTANCY for November, 1945, page 39. Single 
men and women will, as far as possible, be offered 
work within daily travelling distance, but if no 
vacancies for such work exist they may be required 
—except for women under 20—to live away from 
home, provided suitable accommodation exists. 
They would then receive a lodging allowance of 
24s. 6d. a week. Only in special cases will men 
with family responsibilities be required to live away 
from home, and women with family responsibilities 
will not be required to do so. The Government has 
other plans, supplementing these, for expanding 
“ essential ’’ industries and contracting ‘‘ unessential ” 
ones. They include the direction, if necessary, of the 
activity of employers by way of the allocation of fuel 
and power; the control of materials, components 
and manufactured parts for export goods ; increased 
export quotas and diversion of exports to “ hard” 
currency orders. In general, however, there is no 
clear understanding of what constitutes an “ essen- 
tial ’’ as contrasted with an “‘ unessential ” industry. 
Importance in the export trade, though an important 
factor, is clearly not the only one. Some official 
guidance on this point would be useful. 
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miles from Okehampton), and practice (prohibiting 


Educational Grants to Ex-Service Candidates 


A revised pamphlet. (‘‘ Further Education and- 


Training Scheme ’’) on the subject of State grants 
for the further education of ex-service men and women 
has now been issued by the Ministry of Labour. An 
important provision is that men who begin their 
national service under the National Service Acts after 
September 30, 1947, cannot qualify for awards 
administered by the Education and Agriculture 
Departments. However, provided they begin their 
national service before January 1, 1949, and subject 
to the two following conditions, they may qualify 
for grants administered by the Ministry of Labour, 
when comparable financial assistance is not available. 
The first condition is that such awards will not be 
. made to applicants who could have obtained defer- 
ment of their calling up to enable them to complete 
their courses before beginning their national service. 
The second is that awards will be only to enable 
applicants “ to begin or complete courses in respect 
of which they can show prevention or interruption 
by their calling up.’ This latter condition applies 


to the great majority of other applicants for ordinary © 


grants from the Educational and Agriculture Depart- 
ments (apart from those who begin their service after 
September 30, 1947), but it is not invariably applied 
to those men called up before August 15, 1945, since 
in particular cases grants may be made to such men 
“desiring to qualify for a professional career for 
which their pre-war circumstances did not give them 
opportunity . . . provided it is clear from their war 
record that they have shown, or developed, capabili- 
ties which would justify the expenditure of public 
money for the purpose and not merely that they have 
in the course of their war service had the opportunity 
of acquiring some technical knowledge of a specialised 
kind.” 
Restraint of Professional Practice 


Contracts imposing unreasonable restrictions on a 
person’s capacity to carry on his trade are void as 
contrary to public policy. The three main features 
of the law on this subject are firstly, a presumption 
that any restriction, general or partial, is contrary 
to public policy and prima facie illegal. Secondly, 
that this presumption of illegality may be rebutted 
by proof that the restraint is reasonable. Thirdly, 
that “ reasonable’? means reasonable both in the 
interests of the parties to the agreement and of the 
public. What is reasonable is a matter of law for the 
judge, and not of fact for the jury. Most cases which 
have come before the Courts have arisen from 
contracts affecting trade proper, but a recent case 
on professional practice is of particular interest to 
all professional men, including practising accoun- 
tants. In Routh v. Jones, the plaintiffs, who were 
general medical practitioners, engaged the defendant 
to assist them in their practice at Okehampton. The 
agreement entered into between them contained a 
prohibition very widely drawn as regards time (five 
years from termination of the agreement), space (ten 
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professional appointments as well as general prac- 
tice). After the termination of his employment, the 
defendant set up in practice as a general medical 
practitioner in Okehampton. Plaintiffs sought an 
injunction to restrain the breach of covenant. It 
was held that the restriction preventing defendant 
from practising “‘ in any department of medicine . . .”” 
was wider than was justified to protect the plaintiffs; 
and the stipulation against accepting any profes- 
sional appointment was also wider than justified for 
protection of plaintiff’s practice, for it would cover 
an appointment as medical officer of health, which 
could not affect plaintiffs. Perhaps the remark most 
pertinent to professional men generally was made by 
the Master of the Rolls: “It is curious,” he said, 
“‘ that the one thing against which the plaintiffs were 
undoubtedly entitled to protect themselves by’ a 
properly framed covenant is the one thing the 
defendant was proposing to do.”’ The lesson is that 
any agreement of this kind must be framed reason- 
ably. 
Census of Distribution 


As many readers will already know, the Statistics 
of Trade Act, 1947, authorises the Board of Trade to 
conduct a Census of Distribution. The Board have 
now prepared the ground for a pilot census, which 
will cover selected parts of the country only, including 
among others Liverpool, Oxford, Jarrow, Chester, 
and Halifax. As already advertised in the local Press, 
the census will be commenced early in 1948, and is 
designed to provide experience and information 
which will facilitate the carrying out of the full-scale 
national census scheduled for 1950 in respect of the 
year 1949. The main interest in the census for the 
profession lies in the detailed enquiry forms which 
clients in the relevant trades, #.¢., all retailers, whole- 
salers, motor traders, caterers and other service 
traders, will undoubtedly pass on to them for com- 
pletion. The advertised requirements relating to 
staff, wages bills, delivery vehicles and their atten- 
dants for the week ended June 21, 1947, form only 
a small part of the total information required. Con- 
siderable care has been devoted to the mode of 
eliciting the precise nature of the goods and services 
provided ; thus in the form for retail traders, under 
commodities sold, there are 37 main groups which 
in turn are subdivided into as many as 23 items, while 
there are a further 10 groups relating to services, each 
with various sub-divisions. For each main group the 
total turnover is required, and in some cases the 


separate sub-totals. Many of the smaller traders will 


of necessity take advantage of the note in the return 
that .where exact figures are unknown, careful 
estimates should be given. The census form states 
that where a sufficiently large sample is available, 
normal errors tend to offset one another, and “ the 
calculated totals have a high degree of reliability.” 
The breakdown of receipts in varying detail such as 
the split between retail and trade sales, with esti- 
mates of the volume of sales made on extended credit 
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terms, will involve in many cases a high degree of 
approximation. Purchases are to be shown cum 

tax, and in some cases will include fuel and 
carriage inward, while a separate figure is asked for 
work which has been handed to outside contractors. 
Stocks and debtors are to be given at the commence- 
ment and end of the year; the former at “ actual 
cost,” the latter after bad debts, which may be shown 
separately. Information relating to the volume of 
debtors under hire purchase contracts, and dealings 
with finance companies, may also be provided. 


The extraordinary diversity of the distributive and 
service trades necessitates a considerable variety of 
forms of varying degrees of complexity and detail. 
It is therefore difficult to generalise, but it is clear 
that, although some of the more detailed analyses of 
receipts and expenses, e.g., for hotels, or the break- 
down of advertising and distribution costs for re- 
tailers with turnovers exceeding £20,000 p.a., need 
only be completed at the option of the returning 
party, the census will evoke much critical comment. 
It is probably this fact which has led to the promise 
of a simplified form for the majority of trades. 
Practising accountants have, generally speaking, 
been consistently ready to assist clients with the 
multifarious forms which beset the business man 
to-day, regarding it as part of their routine work. 
With this annual census form, however, the whole 
problem may be brought to a head. Despite the 
considerable controversy which surrounds the topic 
of standardised accounts, one is tempted to ask 
whether the introduction of accounts on the lines of 
the Society’s research study, Design of Accounts, 
might not serve a dual purpose. Such accounts would 
probably provide much of the information which the 
Revenue normally require, and which is nowadays 
so often the subject of correspondence ; and they 
would provide the Government statisticians with 
valuable data without involving sorely pressed com- 
mercial and industrial staffs in additional form-filling. 


When is an Auditor Obstructive ? 


In the case Marks v. Hogg, heard in the King’s 
Bench Division before Mr. Justice Henn-Collins, the 
plaintiff, an accountant in practice, alleged that two 
letters written by the defendant, also an accountant, 
were libellous. The letters were sent to a third 
accountant who was elected to succeed the plaintiff 
as auditor of a company of which the defendant was 
chairman. The new auditor had sought, before his 


election and in conformity with the etiquette of the © 


profession, to ascertain the true position regarding the 
removal of the previous auditor, and the two letters 
were furnished to him by the defendant, partly as a 
reply to a memorandum also furnished to-him by the 
plaintiff. The plaintiff complained of several passages 


in the letters, and the Judge found that some of these _ 


were defamatory. He awarded {250 damages. 


The case is of general interest to the accountancy 
fession because it largely concerned one passage 

in one of the letters, which the Judge summed up 
as meaning that the plaintiff had gone out of his way 
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to discover ambiguities (in the accounts of the com- 
pany) which he knew had no reality ; that he seized 
upon technicalities to justify a course—namely, the 
introduction of a qualification into his certificate— 
which he knew to be unn Mr. Justice Henn- 
Collins held that words of that kind about a profes- 
sional accountant were obviously defamatory. This 
part of the case centred on the question whether or 
not the plaintiff was making difficulties to the extent 
that his conduct was unprofessional. On this the 
Judge said : 

“There are two matters that one must, I think, 
bear in mind in estimating what he could rightly 
and properly do, and where the line came which he 
was said to have overstepped. It is never an easy 
matter. He has two things to bear in mind as an 
auditor. He has to protect the interests of the 
ee and he has to see that he does not 

expose himself to an action for negligence ; and I 
think that if he had had nce in the Courts 
he would be quite likely to have said : ‘ The ques- 
tion for me is, am I satisfied beyond all reasonable 
doubt of the state of things that I am asked to 
certify.’ ” 

The main difficulty which the plaintiff encountered 
in his audit ‘concerned the stocks of the company : 
he was not satisfied with the valuation and sent to 
the company a form of qualification which he intended 
to append to his certificate. The directors purported 
to cover the point in their report, but the plaintiff 
did not agree with it, and added a rider to his report 
contradicting the statement of the directors. On this 
point, the Judge decided that, in the circumstances of 
the case, the auditor was right to 

“‘ underline his certificate, as it were, rather than 
to allow it to be overlaid by the observations of the 
directors. From his own point of view, the plaintiff 
was taking exception to words in the directors’ 
report which might very well be taken to reflect 
upon his professional capacity. In those circum- 
stances I am certainly not going to infer from the 
fact that he did object to the terms of the directors’ 
report that he was being obstructive.” : 

It is salutary to have it laid down that an auditor 
in his certificate may contradict the directors’ report 
—which admittedly is no direct concern of his—if 
words in it may be taken to reflect upon him in his 
capacity as auditor of the company. 


- Refunds of Motor Insurance Premiums 


All motor insurers—tariff and non-tariff companies 
and Lloyd’s underwriters—join in an announcement 
that when cars or motor cycles are laid up in view of 
the withdrawal of the basic petrol ration, the insured 
will receive a pro rata refund of premium. Policies 
expiring before the ration is withdrawn can be 
extended at a pro rata proportion of the renewal 
premium for the limited period for which cover is 
required. This treatment, which follows the precedent 
set up by the companies ‘and underwriters in similar 
circumstances during the war, amounts to a conces- 
sion, since normally on a policy cancelled during its 
tenure, or on one issued for a period shorter than one 
year, a short period premium is payable and this is 
more than the pro rata proportion of the annual 


figure. 
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. All communications to be addressed to the Editor, 
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OUR EXPORT PROBLEM 


Sir Stafford Cripps’s last month, and ‘his 
announcement of the Govérnment’s export “ plan,” 
marks a new stage in the country’s approach to its 
external trade difficulties. Firstly, it signalises a 
complete recognition of the gravity of the situation, 
which, despite all the evidence of our dangers, had 
not previously existed. Secondly, for the first time, 
positive action is in prospect for putting right some 
at least of the maladjustments in our external 
account. The size of the task facing the country is 
indeed staggering, and it is no exaggeration to say 
that we are now confronted with an effort com- 
parable with the war struggle at its most intense 
stage. After economies in imports totalling the 
enormous figure of {228 million in a year—some 
doubt must, however, remain on the question whether 
such a total can in fact be achieved—the adverse 
balance is still £372 million annually. That is to say, 
exports must be expanded as soon as possible by no 
less than {31 million a month at existing values, or 
by about 30 per cent. in volume. Yet this over-all 
figure—formidable though it is—does not indicate the 
full significance of the problem. Prices of imported 
goods continue to rise, at the rate of about 1 per cent. 
per month, and the increase is greatest among 
imports from the United States. Many countries, 
suffering from a shortage of sterling as well as dollars, 
are curtailing their purchases from the United 
Kingdom. With many others, we have no alternative 
but to seek a bilateral equilibrium of trade, since 
they are unwilling to accumulate sterling balances 
in London. Thus, within the major problem of bow 
to balance our global account with the outside world, 
there are other problems of how to expand exports to 
particular areas, of which the Western Hemisphere, 
though the most important, is only one. 

_ Yet there are some compensating factors of which 
sight must not be lost. The acute shortage of dollars 
in certain countries is causing them to look to the 
United Kingdom for supplies previously obtained 
from the United States. The willingness which has 
been shown by the members of the Commonwealth 
to foster their trade with this country is encouraging 
and significant. Mr. Bevin’s reference to the possi- 
- bility of a Customs Union is one which should be 

ursued energetically—and courageously. Western 

urope is ready for a really forthright move by this 
country in the promotion of trade. Moreover, bere 


is the chance of recovering for the United Kingdom 
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that initiative in European affairs which excessive 
caution in recent discussions has tended to destroy. 

It may now be said that for the first time industry 
at large has some inkling of where it stands in the 
export drive. Targets have been fixed for each of 
the main industries, giving the value totals (at prices 
of the last quarter of 1946) which must be obtained 
by mid-1948 and by end-1948. Over-all, the required 
totals are respectively 43 per cent. and 64 per cent. 
of the 1938 totals. But there are wide variations 
among industries. Manufacturers of rubber goods 
are set a target of 425 per cent. by end-1948; the 
vehicle industry, 316 per cent.; machinery, 254 per 
cent.; rayon and silk, 245 per cent.; electrical 
apparatus, 215 cent. The target for cotton is 
much more modest, only 69 per cent. of the 1938 
figure—a sad commentary upon the state of things 
in Lancashire—and food, drink and tobacco is, 
rather surprisingly, set a target of only 130 per cent. 

The setting-up of these targets is indeed a step 
forward. And the complementary steps announced 
by the Government are also important. Allocation 
of raw materials and fuel, in consonance with ex- 
port requirements, is no doubt inevitable in present 
circumstances, though it is all to the good that the 
efficiency of controls will be investigated and, where 
nec , they will be overhauled. The Govern- 
ment’s decision not to reimpose a complex system of 
export licences, but to rely for the diversion of sales 
into the required rt markets, at least over the 
major part of the field, upon typically British methods 
of suggestion and persuasion, is to be wholeheartedly 
welcomed. 

Yet the impression remains that the individual 
manufacturer and trader—who, after all, is the 
aor who really matters in this context—is still 

gely in ignorance of what exact part he is to play 
in the scheme of things. Nor is it clear throug 
what channels what Sir Stafford Cripps called “ the 
necessary help and co-operation from industries” is 
to be supplied. It is too often forgotten that small 
traders supply by far the greater part of British 
exports—and that they are precisely those who are 
unorganised, often unrepresented in Chambers of 
Commerce and similar bodies, unknown to Govern- 
ment officials. We look for some measures for 
bringing these all-important persons into greater 
prominence ; even more, for supplying them with 
adequate incentives for an expansion of their export 
trade. Furthermore, as was pointed out in a recent 
valuable report by “ Political and Economic Plan- 
ning,” the information and selling services available 
for the small man are insufficient to cope with the 
growth of exports which must come from him, if the 
aggregate figures are to be achieved. Perhaps the 
new Committee charged with pursuing the export 
drive will take action on these points—but time is 
running out and action is urgent. :How urgent, is 
shown by the recent sale of {£20 million of gold and 
the drawing of $60 million from the International 
Monetary Fund. It is this urgency which makes our 
— dangerous. The measures which are now 

ing taken, if taken two years ago, would by now 
have —_ effective. Will they now yield results in 
time : 
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Incorporated Accountants’ Course at Cambridge 


It was a particular pleasure to receive the hospi- 
tality of King’s College on the occasion-of the seventh 
Incorporated Accountants’ Course, which was held 
from Friday, September 19 to Wednesday, September 
24. For the first time since the end of the war, the 
Course was not specifically designed for members 
returning from war service, and the President (Sir 
Frederick Alban, C.B.E., J.P.), supported by the 
Vice-President (Mr. J. Paterson Brodie) and a 
number of their colleagues on the Gouncil, met a 
gathering of members representative not only of 
professional offices, industry and commerce, but of 
almost all the Branches and District Societies in the 
United Kingdom. A special welcome was reserved 
for Mr. G. M. Sandison, who took advantage of a 
visit from the Union of South Africa to attend the 
Course. 

Sir Frederick, in his opening address, set the 
standard for the Course in reviewing a variety of 
matters affecting the profession with a liveliness and 
breadth of vision which evoked a warm response. 
Mr. R. E. Yeabsley, C.B.E., F.C.A., F.S.A.A., fol- 
Jowed with a paper on “ The Use of Accounts for 
Management,” in which he considered the information 
which was likely to prove most valuable for that 
purpose, including the comparison of actual with 
standard costs, and of income and outgoings with 
budget figures. The limitations of monetary measure- 
ment were noted and emphasis laid on clarity and 
brevity in presentation. 

On Sunday a service was held in the chapel of 
Gonville and Caius College, by kind permission of 
the Master and Fellows, which was conducted by 
the College Chaplain, the Rev. E. W. Heaton, M.A. 
A stimulating sermon, admirably tempered to the 
present times, was preached by the Rev. Kenneth 
Grayston, Director of Religious Broadcasting at the 
B.B.C. In the evening an informal discussion on 
“ Current Affairs ’’ was led by Mr. Collin Brooks, of 
Truth, and Mr. Hargreaves Parkinson, of The Finan- 
cial Times, who answered such provocative questions 
as “Is the crisis Britain’s fault?” ‘“ Do politics 
matter?” “Can Britain do it alone?” and “ The 
liberty of the Press, is it a myth ? ’’ Members in the 
main responded suitably to their reasoned but forth- 
Pg approach, and the urbanity of the President in 

e chair. 


More serious work followed on Monday and Tues-. 


day. A lecture on “ Consolidated Accounts,” by 
Mr. T. B. Robson, M.B.E., M.A., F.C.A., was delivered 
by Mr. S. M. Duncan, A.C.A., who dealt most success- 
fully with a barrage of questions on a difficult subject. 
This was followed by Mr. P. W. E. Taylor, Barrister- 
at-Law, who conducted members through the com- 
_ plexities of the new Companies Act, with particular 
reference to sections dealing with accounts and 
audit, and their contrast with the 1929 Act. In the 
afternoon, and on Tuesday morning, Mr. H. A. R. J. 
Wilson, F.C.A., F.S.A.A., dealt with ‘‘ The Profits 
Tax” and “ Recent Developments in Taxation,” 
with the ease and good hunour which are expected 


of him. Criticisms of the weight and somata 
recent legislation were much appreciated by members 
attempting to keep pace. 

It was a happy thought to invite Mr. J. B. Braith- 
waite, Joint Chairman of the New Issues Committee 
of the Stock Exchange, to speak on “ The Technique 
of Introducing a New Issue.” The Committee’s re- 
quirements were fully explained and members were 
enabled to appreciate the care with which its du 
to the Stock Exchange and the investing public is 
discharged. The final lecture session was devoted to 
a paper by a Past President of the Society, Mr. E. 
Cassleton Elliott, F.S.A.A., on “ Test Checks,” in 
which was included a discussion of auditing procedure 


in relation to mechanised accounting systems. 


On the more general subjects, discussions took 
place in groups under their several chairmen, at which 
the President and members of the Council were 
welcome visitors. 

Guest Night Dinner in Hall on Tuesday evening 
was an occasion which will long be remembered by 
the members. The President was able to greet at 
High Table the Master of Christ’s College (Dr. Raven), 
the Master of Gonville and Caius (Mr. Cameron), and 
other representatives of the University in Professor 
F. E. Adcock (of King’s College), Professor D. H. 
Robertson, and Professor P. H. Winfield. In respond- 
ing to the toast of the University of Cambridge, 
which was proposed by the. President, Dr. Raven 
spoke with a wit, grace and eloquence which were 
especially memorable. The toast of the Society was 
proposed by Mr. Cameron, and responded to by his 
compatriot, Mr. J. Paterson Brodie, who, in turn, 
proposed a toast to the President and to Lady Alban 
and their daughter, Dr. Cowie, whose speech in reply 
was a reminder of the charming way in which she 
had supported her father throughout the Course. 

On a lighter note, members were able to enjoy 
tennis and squash, and at golf it became evident that 
champions are bred also in Northern Ireland. Apart 
from much unwonted exercise in visiting other 
Colleges, unsuspected prowess with pole and scull 
was soon revealed, although one pilgrimage to 
Grantchester was somewhat reminiscent of Jerome 


K. - Jerome. 

A feeling of good fellowship ded the Course, 
and the manner in which the ident, quietly and 
unassumingly, made himself accessible to all was a 
common subject of conversation. In the course of 
his paper, Mr. Robson pointed to one of the primary 
benefits derived by members when he spoke of “ the 
impact of mind on mind,” which was evident not only 
in formal discussions, but at innumerable private 
sessions in their rooms. : 

If there was one regret, it was the absence of Mr. 

Garrett, who is at present in America. Mr. Garrett 
might, for his part, find partial recompense in the 
excellent service so cheerfully rendered by his 
Deputy, Mr. Craig, himself a Trinity man, Mrs. 
Duncalf and other members of the staff in ensuring 
the success of the Course. 


J.S.H. 
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Design of Accounts 


The presentation of accounts in suitable form is 
not a new problem: it must have always exercised 
the minds of those responsible for submitting them. 
Time has produced a certain broad uniformity in the 
design of accounts. The profit and loss account and 
balance sheet are now the accepted form of presenting 
the principal financial accounts, and the composition 
of these accounts follows a more or less uniform plan. 
It must, however, be an ever-present question whether 
the existing forms can be improved from time to 
time or in particular cases, to give greater inform- 
ation or by grouping and arrangement of the figures 
to give varying degrees of emphasis. . - 

It is probably true to say that too little attention 
has hitherto been given to the design of accounts, 
particularly the more detailed accounts used by the 
management as distinct from the more summarised 
form issued to shareholders. It will be generally 
agreed that the work of management can be made 
more effective and efficient by having properly de- 
signed accounts. In Design of Accounts* will be found 
much food for thought on this question of the form 
and composition of accounts. It opens with an 
excellent chapter on the principles of design, begin- 
ning with the words “If financial accounts are to 
serve all the purposes which society is beginning to 
require of them, it is essential that they should give 
a clear and orderly picture, which can be readily 
assimilated and understood, of the operations of an 
enterprise.” This proposition is followed up by a 
consideration of all the implications involv Uni- 
formity, simple and clear wording, grouping of items 
in the profit and loss account and in the balance 
sheet, narrative accounts and accounts of holding 
companies are some of the items which are brought 
under review. The necessity for a high standard of 
design is brought out clearly in Chapter 2 dealing 
with the work of interpretation of accounts. In- 
ferences regarding tendencies, weaknesses ‘and possi- 
bilities in any given set of accounts depend to a large 
extent on the application of some measure of com- 
parison with the figures of previous periods or of 
different departments of the same business or of 
other similar concerns, or some other comparable 
figures. In such measurement of results the design 
and arrangement of the different sets of figures in 
the accounts becomes of the highest importance. The 
authors follow this up by a most interesting survey 
of the use of accounting ratios, which it is said 
accountants have somewhat neglected. This section 
is well worth the careful consideration of accountants 
generally. 

Specimen forms of accounts to be found in the 
succeeding chapters have already proved their value. 
In addition to the specimen form of company balance 
sheet as related to the requirements of the Companies 
Act, 1929, there are specimen forms of published 


* Design of Accounts. By F. Sewell Bray, F.C.A., F.S.A.A., 
and H. Basil Speasby, F.C.A., F.S.A.A. Second edition. 
Published for the Incorporated Accountants’ Research 
Committee by Oxford University Press. Price 12s. 6d. net. 


company profit and loss account and balance sheet. 
Opportunity has been taken in this edition to in- 
corporate specimen forms of company balance sheet 
and profit and loss account as related to the recom- . 
mendations of the Committee on Company Law 
Amendment and of consolidated accounts of holding 
and subsidiary companies, and these make a most 
welcome and valuable addition. Specimen forms for 
specific undertakings cover a wide range of business, 
from bakeries, engineers, farms, garages, solicitors, 
to brickworks, cinemas, medical practitioners, printers 
and textile spinners. 

The authors are to be congratulated on the issue 
of the second edition of their work on Design of 
Accounts. This book cannot fail to stimulate interest 
in a most absorbing and practical subject.—C.P.B. 


Books Received 


English for Professional Examinations. By Walter 
Shawcross, B.A. Third edition. (Sir Isaac Pit- 
man & Sons, Ltd. London. Price 6s. 6d. net.) 

Insurance Companies’ Accounts. An economic 
in tion and analysis. By S. J. Lengyel, 
M.A. (F. W. Cheshire Pty., Ltd., Melbourne. 
Price not stated.) 

Successful Investment . . . for small investors seek- 
ing capital appreciation. By James W. Bell. 
(Sir Isaac Pitman & Sons, Ltd., London. Price 5s. 
net.) 

Return of Rates (England and Wales), 1947-48. 
(Institute of Municipal Treasurers and Accountants, 
London. Price 2s. 6d. net.) 

Hire-Purchase Law. By Maurice Share, B.A., 
Barrister-at-Law. (Stevens & Sons, Ltd., London. 
Price 4s. net.) 

Practical Book-keeping and Costing. By F. A. 
Gordon, M.Com., and W. Wade, A.S.A.A., A.C.W.A. 
Three volumes. (Sir Isaac Pitman & Sons; Ltd., 
London. Price, Part I, 6s. 6d.; Part II, 6s. 6d. ; 
Part III, 7s. 6d. net.) 

Clerical Salaries Analysis, 1946. (Office Manage- 
ment Association, London. Price 21s. net.) 


Company Accounts and the New | 
Companies: Act 

Reprints in booklet form will be available shortly 
of the specimen company accounts as related to the 
requirements of the Companies Act, 1947, which we 
publish on pages 222 to 241 of this issue. These 
have been prepared by F. Sewell Bray, F.C.A., 
F.S.A.A., and H. Basil Sheasby, F.C.A., F.S.A.A., 
for the Incorporated Accountants’ Research Com- 
mittee. Consolidated accounts of holding and 
subsidiary companies are included, and all the 
requirements of the Act in regard to accounts are 
presented in a convenient form for ready reference. 

The booklet will be published by the Society of 
Incorporated Accountants with a thick paper cover. 
It will be obtainable from Incorporated Account- 
ants’ Hall at the price of 2s. per copy, post free. 
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Publications 


Cost Ascertainment Methods for the Ironfoundry 
Industry : Based on Uniform Principles. (Council 
of Ironfoundry Associations, Derbyshire House, 
Belgrove Street, London, W.C.1. Price to non- 
members, 2 guineas). 

The Council of Ironfoundry Associations has issued 
this book dealing with cost ascertainment methods, which 
has been prepared by a Committee tative of 
the different sections of the industry. It is generally 
agreed that insufficient attention is paid to costing in 
industry—particularly in the older and heavier industries 
—and it is to be hoped that as a result of the publication 
of this book such a reproach will not be held against the 
ironfounders in future. ~~ 

The system is explained in chapters dealing. with : 
requirements for cost ascertainment; classification of 
expenses ; departmentalisation and ‘allocation of ex- 
penses; metal and melting costs; and absorption of 
expenses into the costs of work done. 

Sample cost and estimating schedules are included to 
show pro-forma applications of the system, but the 
corner-stone is a master plan measuring 14 in. wide by 
31 in., which records horizontally the 20 main production 
and oncost department accounts, and vertically the 
numerous types of expenses and the department account 
or accounts to which each item is allocated. 

The master plan, when carefully studied, summarises 
the system in a fairly satisfactory manner, but it is 
difficult to link up entries in the lower half of the sheet 
with headings, particularly when these. headings are 

rinted sideways. The plan would, it is suggested, 

ve been improved had it been sub-divided into three 

or four separate sections for: materials; wages; other 
expenses ; and, possibly, allocation of costs. 

The pro-forma periodic costs of production schedule 
is also a large and comprehensive document—even 
when the entries are made in small print. 
have been an improvement, again, had it been prepared, 
or if it had been indicated that in practice it should be 
prepared, in two sections, one to cover production 
- department costs and the other to show the costs for 
service departments and the main oncost accounts. 

The small industrial units in particular must put 
their financial accounting systems into order before they 
can prepare satisfactory departmental or job costs on 
uniform principles. It is thought that a more practical 
and worth-while service would have been given to the 
foundry industry (which comprises so many relatively 
small works) had 
beginning of the manual on the necessity for : 

(i) Uniform manufacturing and trading accounts. 

(ii) The segregation of ledger accounts into “* natural ” 

rather than an alphabetical order. 

(iti) The use of ledger code or index numbers which 
are briefly referred to as “ standing orders”’ at 
Para. 33. 

The introduction is sub-titled ‘‘ The Necessity for a 
Costing System,” and much of the matter in subsequent 
chapters is of an elementary nature ; but little or no 
guidance is given as to the methods of preparing and/or 
operating stock ledgers or wage analysis records, of 
_ allocating other expenses from invoices or cash payments, 
etc., or of the institution of the costs ledger itself. 
Budgetary control, particularly of oncost expenses, is 
a subject which could have been referred to as, in the 
preparation of short period accounts, it is frequently 
better to allocate oncosts to production department 


It would . 


greater emphasis been laid at the 


accounts on the basis of budgetted rather than actual 
expenditure. 

The Committee which prepared the has done 
good work, but if the effect of that work is not going to 
be lost, it will require to be followed up by a series of 
papers supplementing the system and emphasising the 
benefits which will follow on the general adoption of 
uniform methods. 

G.-H. M. 


Secretarial Practice and Office Administration 
for Hospitals. By Captain J. E. Stone, C.B.E., 
M.C., Incorporated Accountant. (Faber & Faber, 
Ltd., London. Price 21s. net.) 


Captain Stone’s latest book is described as a com- 
panion volume to his Hospital Organisation and 
Management. That book was mainly concerned with 
hospital policy ; this one deals with the everyday routine 
of a hospital administrative department. It is intended 
alike for the experienced and the less experienced 
hospital executive officer. The book is warmly com- 
mended in the Foreword by Sir Ernest Pooley and in 
two Introductions by Captain H. Brierley and Mr. J. 
Clayton Fryers. 

Captain Stone relates the basic principles of organisa- 
tion and secretarial practice to the problems of hospital 
administration in a practical, lucid, succinct and refresh- 
ing manner. 

For large hospitals, functional administration is 
favoured, with secretarial, accounting, purchasing, and 
appeals and publicity as the main functions, each having 
a supervisory committee and subject on matters of 
policy to the committee of management, which is also 
to act as the co-ordinating committee. Departmentalisa- 
tion is recommended for the medium-sized hospital. 
Scientific management is described as management 
based on facts, aiming at the reduction to a minimum 
of the time lag between the planned physical activities 
of management and their evaluation in terms of cost, 
as a guide to future planning. 

The section on the administrative staff reveals a real 
understanding of the human factor. As the author 
rightly indicates, no matter how well planned and 
equipped an office may be, maximum efficiency will not 
result if the human factor be neglected. 

The chapters dealing with correspondence, reports 
and minutes, style in writing, and like matters will have 
a special appeal to those preparing for examinations in 
hospital administration. Stationery and the stationery 
store are reviewed a little cursorily. The design of 
forms, for instance, might well have been treated at 
greater length. In discussing office machinery and 
mechanical appliances, Captain Stone wisely warns of 
the dangers of hasty and ill-considered introduction of 
such aids. 

The text is supplemented by a glossary of commercial 
and legal terms, occupying about one-fifth of the book. 
It contains many terms which seem but remotely con- 
nected with hospital administration, and whose meanings 


are given in any standard dictionary. Much of this 


space, it is thought, could have been more effectively 
utilised. The index, though short, makes for convenient 
reference. 


Secretarial Practice and Office Administration for 
Hospitals, the work of an acknowledged expert, will 
be welcomed by all who are interested 4. x4 ie 
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the Requirements of the Companies Act, 1947, 


and Loss Account of Holding Co 


Prepared by F. SEWELL BRAY, F.C.A., F.S.A.A. and H. BASIL SHEASBY, 


Nore: For the sake of clarity detailed references to the requirements of the Companies Act, 1929, have been omitted. They are 


Corresponding 
amounts at the 
end of the 
immediately pre- 
ceding financial 
year. First 
Schedule, Part I, 
7 (11). 


BALANCE SHEET 


Every balance sheet of a Company shall give a true and fair view of the state 


The Board of Trade may, on the application or with the consent of a company’s 

principal Act or this Act as to the matters to be stated in a company’s 
purpose of adapting them to the circum- 

The reserves, provisions, liabilities and fixed and current assets shall 

Provided that— 

a) where the amount of any class is not material, it may be included 

b) where any assets of one class are not separable from assets of another class, 


FIRST SCHEDULE. Parr IV: 


(c) the expression “ capital reserve” shall not include any amount 
expression “‘ revenue reserve ”’ shall mean any reserve other thana 
and in this paragraph the expression “ liability’ shall include all 


contingent liabilities. 
(2) Where— 


(a) any amount written off or retained by way of 


providing for 


written off in relation to fixed assets before the coming into force 
5 (6) any amount retained by way of providing for any known liability; 
is in excess of that which in the opinion of the directors is reasonably 


Schedule as a reserve and not as a provision. 


2. For the purposes aforesaid, the expression “‘ quoted investment ” mear 
permission to deal on a recognised stock exchange, or on any stoci 


investment ”’ shall be construed accordingly. 


£ I. AUTHORISED CAPITAL 


The redemption of any redeemable preference shares shall not be taken as reducing the 
amount of a company’s authorised share capital.—Section 71 (2). 


II. ISSUED CAPITAL AND CAPITAL RESERVES : 


1. Issued Capital 


For the requirement contained in— 

(a) subsection (2) of section forty-six of the principal Act 

that there shall be stated the date on or before which any redeemable preference shares 
issued by the company are, or are to be liable, to be redeemed there be substituted a 
requirement that there shall be stated the earliest date on which the company has power 
to redeem the shares.—Section 71 (3) 


2. Capital Redemption Reserve Fund. 


Where a company redeems any redeemable preference shares otherwise than out of the 
proceeds of a fresh issue, the amount which is under proviso (c) to subsection (1) of 
section forty-six of the principal Act to be transferred to the capital redemption reserve 
fund out of profits otherwise available for dividend shall be a sum equal to the nominal 
amount of the shares redeemed, instead of to the amount applied in redeeming the shares ; 
and accordingly proviso (d) to that subsection (which requires the premium, if any, 
payable on redemption to be provided for out of the profits of the company) shall apply 
not only where the shares are redeemed out of the proceeds of a fresh issue, but in all 
cases.—Section 71 (1). 
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‘CT or Income and Expenditure Account as related to 
f together with Consolidated Balance Sheet and Profit 
-Ol mpany and Subsidiary Companies ' 
.SBY, 


F.C.A., F.S.A.A., for the Incorporated Accountants’ Research Committee. 


m 7 ., . . . m - 
7 to be found in the book Design of Accounts (Oxford University Press, 1944, and Second Edition Revised 1947) at pp. 22-29. 
RE _ « .”. |. thtteninuienttgmal a 
of affairs of the company as at the end of its financial year. Section 13 (1). 
any’s | directors, modify in relation to that com _ any of the requirements of the 


balance sheet (except the requirements o: (1) of section 13) for the 
stances of the company. Section 13 (4). 


be classified under headings appropriate to the company’s business : 


class, § under the same heading on some other class ; 
those assets may be included under the same beading. First Schedule. Part IA, 1. 


INTERPRETATION OF SCHEDULE 
(2) of pee 

this paragraph, mean any amount written off or retained by way of providing \ 
retained by way of providing for any known liability of which the amount : q 


ay off ay amount written off or retained by way of providing for depreciation, 
.ount @ providing for any known liability ; 
1ana regarded as free for distribution through the profit and loss account and the 
le all™ capital reserve ; 

liabilities in respect of expenditure contracted for and all disputed or 


—.- ws 


, for depreciation, renewals or diminution in value of assets, not being an amount 
‘ore # of this Schedule ; or 


aably necessary for the purpose, the excess shall be treated for the purposes of this 


—— 


stoc) § 22 investment as respects which there. has been granted a quotation or 
‘exchange of repute outside Great Britain, and the expression “‘ unquoted 


eta chee eae 


Z 


Part I, 
7 (11) I. FIXED ASSETS: £ £ 
£ Fixed Assets shall be distinguished from current assets. First Schedule, Part I 1 (2). 
The method or methods used to arrive at the amount of the fixed assets under each 
heading shall be stated. First Schedule, Part I 1 (3) 
First Schedule, Part I A, 2 ; 
(1) The eS estes 06 Se Sanene sh aay Send eoneeed, subject to the next 
following sub-paragraph, be to take the 
(a) its cost or, ee ee ee 
the valuation; and 
(6) the aggregate amount provided or written off since the date of acquisition or 
valuation, as the case may be, for depreciation or diminution in value ; 
and for the purposes of this paragraph the net amount at which any assets stand in 
the company’s books at the date of the coming into force of this Schedule (after 
deduction of the amounts previously provided or written off for depreciation or 
_ diminution in value) shall, if the figures relating to the period before that date 
cannot be obtained without unreasonable or delay, be treated as if it were 
the amount of a valuation of those assets e at that date and, where any of those 
assets are sold, the said net amount less the amount of the sales shall be treated as 
if it were the amount of a valuation so made of the remaining assets. 


(2) The foregoing sub-paragraph shall not apply— 
(a) to assets for which the figures relating to the period beginning with the coming 
into force of this Schedule cannot be obtained without unreasonable expense 
or delay; or 
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3.-Share Premium Accounts. 


(1) Where a company issues shares at a premium, whether for cash or otherwise, a sum 
equal to the aggregate amount or value of the premiums on those shares shall be 
transferred to an account, to be called “the share premium account,” and the — 
provisions of the principal Act relating to the reduction of the share capital of a 
company shall, except as provided in this section, apply as if the share premium 
account were paid up share capital of the company. 

(2) The amount of the share premium account shall be shown in every balance 
sheet of the company. . 

(3) The share premium account may, notwithstanding anything in subsection (1) of 
this section, be applied by the company in paying up unissued shares of the company 
ant issued to members of the ow as fully paid bonus shares, in writing off— 
(a) the preliminary expenses of the company ; 

(b) the expenses of, or the commission paid or discount allowed on, any issue of 
shares or debentures of the company ; 

or in providing for the premium _— on redemption of any redeemable preference 

shares or of any debentures of the company. 

(4) Accordingly in proviso (d) to subsection (1) of section forty-six of the principal Act 
(which requires the premium, if any, payable on redemption of redeemable 

‘preference shares to be provided for out of the profits of the company) after the 
words “‘ the profits of the company ”’ there shall be inserted the words “ or out of 
the company’s share premium account.” 

(5) Where a company has before the coming into force of this section issued any shares 
at a premium, this section shall apply as if the shares had been issued after the 
coming into force thereof ; 

Provided that any part of the premiums which has been so applied that it does not 
at the coming into force of this section form an identifiable part of the company’s 
reserves within the meaning of the First Schedule to this Act shall be disregarded 
in determining the sum to be included in the share premium account.—Section 72. 


4. Capital Reserves. First Schedule, Part I, 3 and 4.. A 


Ill. REVENUE RESERVES AND SURPLUS 
1. Revenue Reserves—First Schedule, Part I, 3 and 4 
2. Profit and Loss Account Balance 


IV. MORTGAGES, MORTGAGE DEBENTURES AND SECURED LOANS: . 
Where any of the Company’s debentures are held by a nominee of or a trustee for the 
Company, the nominal amount of the debentures and the amount at which they are 
stated in the books of the company shall be stated—First Schedule, Part I, 6 


V. PROVISIONS: First Schedule, Part I, 3 and 4 


REQUIREMENTS WHICH CONCERN CAPITAL RESERVES, REVENUE RESERVES AND 
PROVISIONS : 


First Schedule, Part I A, 3 and 4 


3. The aggregate amounts respectively of capital reserves, revenue reserves and provisions 
(other than provisions for depreciation, renewals or diminution in value of assets) 
shall be stated under separate headings : 

Provided that— 

(a) this paragraph shall not require a separate statement of any of the said three 
amounts which is not material; and 

(6) the Board of Trade may direct that it shall not require a separate statement of the 
amount of provisions where they are satisfied t that is not required in the 
public interest and would prejudice the company, but subject to the condition 
that any heading stating an amount arrived at after taking into account a pro- 
vision (other than as aforesaid) shall be so framed or marked an to indicate that fect. 


4.(1) There shall also be shown (unless it is shown in the profit and loss account or a 
statement or report annexed thereto, or the amount involved is not material) — 

(a) where the amount of the capital reserves, of the revenue reserves or of the 

? provisions (other than provisions for depreciation, renewals or diminution in 

value of assets) shows an increase as compared with the amount at the end of 


the immediately p ing financial year, the source from which the amount 
* of the increase has been derived ; and 
(0) . where— 


(i) the amount of the capital reserves or of the revenue reserves shows a 
decrease as compared with the amount at the end of the immediately 


preceding financial year ; or 
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III. LOANS TO EMPLOYEES for purchase of fully paid shares in the Company 


IV. 
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(6) to assets the replacement of which is provided for wholly or partly— 

- (i) by making provision for renewals and charging the cost of replacement 
against the provision so made; or 

(ii) by charging the cost of replacement direct to revenue ; or 

(c) to any investments of which market value (or, in the case of investments 
not having a market value, their value as estimated by the directors) is shown 
either as the amount of the investments or by way of note; or 

(d) to goodwill, patents or trade marks. 

(3) For the assets under each heading whose amount is arrived at in accordance with 
sub-paragraph (1) of this paragraph, there shall be shown— 
(a) theaggregate of the amounts referred to in paragraph (a) of that sub-paragraph ; 


and 
(b) the aggregate of the amounts referred to in paragraph (b) thereof. 

(4) As respects the assets under each heading whose amount is not arrived at in 
accordance with the said sub-paragraph (1) because their replacement is provided 
for as mentioned in sub-paragraph (2) (b) of this paragraph, there shall be stated— 
(a) the means by which their replacement is provided for; and 
(b) the aggregate amount of the provision (if any) made for renewals and not used. 


GOODWILL, PATENTS AND TRADE MARKS: See proviso, First Schedule, 
Part I 2 (2) (@) included under Fixed Assets above. 


There shall be shown under separate headings— 


If — , 

(i) the total amount of the goodwill, patents and trademarks is not stated pursuant to 
paragraph (c) of sub-section (2) of section one hundred and twenty-four of the 
principal Act, because not shown in or ascertainable from the books and papers 
mentioned in that paragraph; but 

(ii) part of that amount is shown in or ascertainable from the said books and papers ; 

the amount of the goodwill, patents and trademarks, so far as it is so shown or ascer- 

tainable and as so shown or ascertained. First Schedule, Part I 5 (1) (6) 

Nothing in paragraph (c) of sub-section (2) of the said section one hundred and twenty- 

four shall be taken as requiring the amount of the goodwill, patents and trademarks to 


* be stated otherwise than as a single item, and i het Se (6) of this paragraph 


shall be construed accordingly.—First Schedule, 


INVESTMENTS: See proviso First Schedule Part I 2 (2) (c) included under Fixed 
Assets above. 


To be shown under separate headings :— 
1. Subsidiary Companies (as provided by Section 125 of the Companies Act, 1929) 


2. The te amounts of the company’s Trade investments—First Schedule, 
Part I 5 (1) (a) 
3. The aggregate amounts of the company’s investments other than trade 


investments—First Schedule, Part I5 (1) (a 
Subdivided, where necessary, to distinguish the investments as respects which 
there has, and those as respects which there has not, been ted a quotation or 
permission to deal on a recognised stock exchange—First ule, Part I—5 (3). 


4. The aggregate amounts of the Company’s Unquoted Investments other than trade 
investments—First Schedule—Part I 5—(1) (a) — 


LOANS TO DIRECTORS OR OFFICERS: 


Balance at beginning of year 


Advances during the year — 
Less Repayments during the year ; naaeinatan 


It shall not be lawful for a company to make a loan to any person who is its director or a 

director of its holding company, or to enter into any guarantee or provide any security 

in connection with a loan made to such a person as aforesaid by any other person : 

Provided that nothing in this section shall apply either— 

(a) to anything done by a company which is for the time being an exempt private 
company; or . 

b) to anything done by a subsidiary, where the director is its holding company ; or 

subject to the next following sub-section, to anything done to provide any such 
erson as aforesaid with funds to meet expenditure incurred or to be incurred by 
Shen fox the purposes of the company or for the purpose of enabling him properly to 
perform his duties as an officer of the company ; or 

(d) in the case of a company whose ordinary business includes the lending of money or 
the giving of guarantees in connection with ee ee , to any- 
thing done by the company in the ordinary course of that business. Section 35 (1) 
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(ii) the amount at the end of the immediately preceding financial year of the 
visions (other than provisions for deneadtion: renewals or diminution 
in value of assets) exceeded the aggregate of the sums since applied and 
amounts still retained for the purposes thereof ; 
the application of the amounts derived from the difference. 


(2) Where the heading showing any of the reserves or provisions aforesaid is divided 
into sub-headings, this paragraph shall apply to each of the separate amounts 
shown in the sub-headings instead of applying to the aggregate amount thereof. 


VI. LIABILITIES NOT CURRENTLY REPAYABLE : 


VII. CURRENT LIABILITIES: 
To be shown separately, 
1, The aggregate amount of Bank Loans and Overdrafts—First Schedule, Part I 5 (1) (c) 
2. The net aggregate amount (after deduction of Income Tax) which is recommended 
for distribution by way of dividend—First Schedule, Part I, 5 (1) (d) — 


VIII. DEFERRED LIABILITIES: 


shantbaiihen cummin ty el eA { Signatures of two directors 
or, if there is only one 
enenaiieepbiekstomannerbers aan director, of that director. 


EXEMPTED COMPANIES: 


Such banking companies and discount companies as the Board of Trade may designate are exempted from complying with 
certain of the foregoing requirements, but where in the balance sheet of such companies capital reserves, revenue reserves or 
provisions (other than provisions for depreciation, renewals or diminution in value of assets) are not stated separately, any 
heading stating an amount arrived at after taking into account such a reserve or provision shall be so framed or marked as to 
indicate that fact—First Schedule, Part III. 

Assurance companies are also exempted from complying with certain of the foregoing requirements, First Schedule, 
Part III, 2. 


ESSENTIAL NOTES ON THE BALANCE SHEET: 
(1) The matters referred to in the following sub-paragraphs shall be stated by way of note, cetisratiatinadatallantiaiiah tian 
if not otherwise shown. 
(2) The number, description and amount of any shares in the company which idisticiaisstbanein option to subscribe for, together 
with the following particulars of the option, that is to say— 
(a) the period during which it is exercisable ; 
(b) the price to be paid for shares subscribed for under it. 


(3) The amount of any arrears of fixed cumulative dividends on the company’s shares and the period for which the dividends 
or, if there is more than one class, each class of them are in arrear, the amount to be stated before deduction of income tax, 
except that, in the case of tax free dividends, the amount shall be shown free of tax and the fact that it is so shown shall also 


be stated. 

(4) Particulars of any charge on the assets of the company to secure the liabilities of any other person, including, where 
practicable, the amount secured. 

(5) The general nature of any other contingent liabilities not provided for and, where practicable, the aggregate amount or 
estimated amount of those liabilities, if it is material. 

(6) Where practicable the aggregate amount or estimated amount, if it is material, of contracts for capital expenditure, so far 
as not provided for. 
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Brought forward 


Corresponding 
Figures ; 


£ 
. Proviso (c) to the foregoing subsection shall not authorise the making of any loan, or the 

entering into any guarantee, or the provision of any security, except either— 

(a) with the prior approval of the company given at a general meeting at which the 
purposes of the expenditure and amount of the loan or the extent of the 

tee or security, as the case may be, are disclosed ; or 

(6) on condition that, if the approval of the company is not given as aforesaid at or 8 
before the next following annual general meeting, the loan shall be repaid or the 4 
liability under the guarantee or security shall be discharged, as the case may be, k 
within six months from the conclusion of that meeting.—Section 35 (2). 
Where the approval of the company is not given as required by any such condition, ; 
the directors authorising the making of the loan, or the entering into the guarantee, 
or the provision of the security, shall be jointly and severally liable to indemnify 
the company against any loss arising therefrom.—Section 35 (3). 

Section one hundred and twenty-eight of the principal Act (which requires loans to 

officers to be shown in the accounts) shall apply to a loan to any person who has during 

the company’s financial year been an officer of the company made before he became an 

officer, as it applies to a loan made to an officer of the company.—Section 39 (1). 


The said section one hundred and twenty-eight shall apply to loans made to an officer ‘ 
of the company or to any such person as aforesaid by a subsidiary of the company, or 
by any person other than the company under a guarantee from or on a security provided 
by a subsidiary of thé company, as it applies to loans made by the company or by any 
other person under a guarantee from or on a security provided by the company, but 
as if any reference in sub-section (2) of that section to the company were a reference to 
the subsidiary.—Section 39 (2). 

References in this section to a subsidiary shall be taken as referring to a subsidiary at ij 
the end of the company’s financial year (whether or not a subsidiary at the date of the qi 
loan).—Section 39 (3). 


Vv. CURRENT ASSETS: 


VI. PRELIMINARY, FORMATION AND ISSUE EXPENSES: 
1. imi less amounts written off 
2. Share Issue Expenses less amounts written off _ 
3. Debenture Issue Expenses less amounts written off 
4. Commission on Shares less amounts written off 
5. Commission on Debentures less amounts written off i 
6. Discount on Debentures less amounts written off iY 
7. Discount on Shares less amounts written off ; 


a : 
— ‘ 


(7) If in the opinion of the directors any of the current assets have not a value, on realisation in the ordinary course of thre 
company’s business, at least equal to the amount at which they are stated, the fact that the directors are of that opinion. 

(8) The aggregate market value of the company’s quoted investments, other than trade investments, where it differs from the 
amount of the investments as stated, and the stock exchange value of any investments of which the market value is show:. 
(whether separately or not) and is taken as being higher than their stock exchange value. 

_ (9) The basis on which foreign currencies have been converted into sterling, where the amount of the assets or liabilities afferted 
is ma 
(10) The basis on which the amount, if any, set aside for United Kingdom income tax is computed. 
(11) Except in the case of the first balance sheet laid before the company after the coming into force of this Schedule, the corres- 
ing amounts at the end of thé immediately preceding financial year for all items shown in the balance sheet. First Schedule, 
I, 7. 


ED Soe ary Tes in —— 


AUDITORS’ REPORT: ; 
The duties of a company’s auditors as laid down by section one hundred and thirty-four of the principal Act shall be 
extended as follows :— 
(a) they shall report on every profit and loss account and all group accounts laid before the company in general meeting 
during their tenure of office (as well as on every balance sheet so laid and on the accounts examined by them) ; and 
(6) their report shall contain (in lieu of the statements required by sub-section (1) of the said section one hundred and ; 
thirty-four) statements as to the matters mentioned in the Second Schedule to this Act ; 
and section three hundred and sixty-two of the principal Act (which penalises false statements) shall apply to the auditors’ 
report, as if the reference in the Eleventh Schedule to that Act to sub-section (1) of the said section one hundred and thirty-four 
included a reference to this sub-section. Section 22 (1). 
; References in the principal Act and this Act to a document annexed or required to be annexed to a company’s accounts 
or any of them shall not include the directors’ report or the auditors’ report (which are by the principal Act required to be 
attached to the balance sheet) : ¢ 
Provided that any information which is required by the principal Act or this Act to be given in accounts and is thereby 
allowed to be given in a statement annexed may be given in the directors’ report instead of the accounts and, if any such 
information is so given, the report shall be annexed to the accounts and the principal Act and this Act shall apply in relation 
thereto accordingly, except that the auditors shall report thereon only so far as it gives the said information.—Section 25. 
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SECOND SCHEDULE—MATTERS TO BE EXPRESSLY STATED IN AUDITORS’ REPORT . ; 
1. Whether they have obtained all the information and explanations which to the best of their knowledge and belief were 
necessary for the purposes of their audit. 

2. Whether in their opinion, proper books of account have been kept by the company, so far as appears from their 
examination of those books, and proper returns adequate for the purposes of their audit have been received from 
branches not visited by them. 

3. (1) Whether the company’s balance sheet and (unless it is framed as a consolidated profit and loss account) profit and 

loss account dealt with by the report are in agreement with the books of account and returns. 
(2) Whether, in their opinion and to the best of their information and according to the explanations given them, the 
said accounts give the information required by the principal Act and this Act in the manner so required and give 
a true and fair view— 
(a) in the case of the balance sheet, of the state of the company’s affairs as at the end of its financial year; and 
(6) in the case of the profit and loss account, of the profit or loss for its financial year ; 
or, as the case may be, give a true and fair view thereof subject to the non-disclosure of any matters (to be indicated 
in the report) which by virtue of Part III of the First Schedule to this Act are not required to be disclosed. 


If in the case of any accounts the requirements of Section 38 (relating to the emoluments of directors) are not complied 
with, it shall be the duty of the auditors of the company by whom the accounts are examined to include in their report thereon, 
so far as they are reasonably able to do so, a statement giving the required particulars. Section 38 (8). 


A°COUNTS AND DIRECTORS’ REPORT 
Section 2 (4) io the mp sep of the principal Act hereafter mentioned in this sub-section there shall be substituted the 
the shorter time limit so mentioned, that is to say— 
re in 2 pemetat (a) of sub-section (1) of section one hundred and thirty (which requires copies of the balance 
{ sheet and the documents required to be annexed thereto to be circulated not less than seven days before the 
meeting at which the balance sheet is to be laid before the company) twenty-one days for seven days. 


(5) Any document required to be circulated before a meeting by paragraph (a) of sub-section (1) of the said section 
one hundred and thirty, shall, notwithstanding that it is circulated later than is thereby required, be deemed 
to have been duly circulated if it is so agreed by all the members eatitiod to attend and vote at the meeting. 


Section 12 (1) For the purposes of sub-section (1) of section one hundred and twenty-two of the principal Act (which imposes 
on a company the obligation to keep books of account) proper books of account shall not be deemed to be kept 
with respect to the matters specified in that sub-section, if there are not kept such books of account as are 
necessary to give a true and fair view of the state of the company’s affairs and to explain its transactions. 


(2) Acompany shall not be deemed to comply with the requirements of the said section one hundred and twenty-two 

\ by keeping books of account at a place outside Great Britain, unless there are sent to, and kept at a place in, 

4 Great Britain and are at all times open to inspection by the directors such accounts and returns with 

: to the business dealt with in the books of account kept outside Great Britain as will disclose with reasonable 

7 _ accuracy the financial position of that business at intervals not exceeding six months and will enable the 

a ee and profit and loss account to be prepared in accordance = principal Act and 
ct. 


Section 13 (7) The following provisions of the principal Act shall cease to have effect, that is to say— 


(a) so much of section one hundred and twenty-four of that Act as relates to fixed and floating assets ; 

(b) section one hundred and twenty-six of that Act (which requires particulars as to subsidiaries) ; and in 
subsection (2) of section one hundred and twenty-three of the principal Act for the reference to the reserve 
fund, general reserve or reserve account shown specifically on the balance sheet, or the reserve fund, general 
reserve or reserve account to be shown specifically on a subsequent balance sheet there shall be substituted 

: a reference to reserves within the meaning of the First Schedule to this Act. 

(8) For the purposes of this Act, except where the context otherwise requires— 

| (a) any reference to a balance sheet or profit and loss account shall include any notes thereon or document 

annexed thereto giving information which is — by the principal Act or this Act and is thereby 
allowed to be so given; and 

i (6) any reference to a profit and loss account shall be taken, in the case of a company not trading for profit, 

¢ as referring to its income and expenditure account, and references to profit or to loss and, if the company 

has subsidiaries, references to a consolidated profit and loss account shall be construed accordingly. 
Section 21 (3) Any member of a company having a share capital, whether he is or is not entitled to receive notices of general 
meetings of the company, shall be entitled under paragraph (a) of sub-section (1) of section one hundred and 
thirty of the principal Act to have sent to him a copy of every balance sheet and of the other documents 
mentioned in that paragraph, and any holder of debentures of a company shall have the same right under that 

: paragraph as a member of the company : 

Provided that this sub-section shall not require a copy of those documents to be sent to any n of 

whose address the company is not aware or to more than one of the joint holders of any shares pr debentures. 
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(4) Sub-section (1) and not sub-section (2) of the said section one hundred and thirty shall apply in the case of a 
private company, as of any other company. except in relation to balance sheets laid before the company before 
the coming into force of this sectio 

Section 25. See quotation under auditors’ report inea 

‘Section 53 (2) Subsection (3) of section one hundred and ten of the principal! Act (under which, subject to exceptions, the 
annual return must include a copy of the last balance sheet and the documents required to be annexed thereto, 
together with the auditors’ report thereon)— 
(a) shall apply to every balance sheet laid before the company in general meeting during the period to 
which the return relates, instead of to the last balance sheet audited by the company’s auditors ; and 
(6) shall require a copy of the directors’ report accompanying any such balance sheet, certified in the 
same way as the balance sheet, to be included in the return ; 
and every reference in that subsection to a balance sheet, and not only the first reference, shall be taken as 
including the documents required by law to be annexed thereto. 

Section 54 (1) A private company shall not after the coming into force of this section be exempt from the obligation to include 
in its annual return a copy of the balance sheet and other documents required by sub-section (3) of section one 
hundred and ten of the principal Act, unless— 

_ (a) the conditions mentioned in the next following sub-section are satisfied at the date of the return 
and have been satisfied at all times since the coming into force of this section; and 
(6) there is sent with the return a certificate signed by the persons signing the certificates required to be 
so sent by section one hundred and eleven of the principal Act, that to the best of their knowledge 
and belief the said conditions are and have been satisfied as aforesaid : 
Provided that if at any time it is shown that the said conditions are then satisfied in the case of any private 

. company, the Board of Trade may on the application of the company’s directors direct that, in relation to any 
subsequent annual returns of the company, it shall not be necessary for the said conditions to have been satisfied 
before that time, and the certificates sent with those returns shall in that event relate only to the period since 
that time. 


(2) The said conditions are— 
(a) that the conditions contained in the Third Schedule to this Act are satisfied as to the persons interested 
in the company’s shares and debentures; and 


(6) that the number of persons holding debentures of the company is not more than fifty (joint holders 
being treated as a single person; and 


(c) that no body corporate is a director of the company and neither the company nor any of the directors 


is party or privy to any arrangement whereby the policy of the company is capable of being determined 
by persons other than the directors, members and debenture holders or trustees for debenture holders. 


TLird Schedule, Paragraph 1. The basic conditions as to the shares or debentures of the company whose exemption is in 
question are— 
(a) that no body corporate is the holder of any of the shares or debentures; and 
(6) that no person other than the holder has any interest in any of the shares or debentures ; 
but these conditions are subject to the exceptions provided for by paragraphs 2-9 of the Third Schedule. 


Section 112 (1) The requirements of subsection (1) of section three hundred and forty-seven of the principal Act (which requires 
a foreign company carrying on business in Great Britain to deliver a balance sheet to the registrar of companies 
every year)-as to the form and contents of the balance sheet and as to the documents to be included therein 
shall have effect as if the reference to the provisions of that Act included the provisions of this Act, subject, 
however, to any prescribed exceptions, and that section shall subject as aforesaid apply in relation to a profit 
and loss account and, in the case of a holding company, to group accounts as it applies in relation to a sdeaed 
sheet. 


Section 122 (2) In this Act, except where the context otherwise requires— 
the expression “ accounts "’ includes a company’s group accounts, whether prepared in the form of accounts 
or not ; 
the expression “ financial year ’’ means, in relation to any body corporate, the period in respect of which 
any profit and loss account of the body corporate laid before it in general meeting is made up, whether that 


period is a year or not. 


Section 19. The report under sub-section (2) of section one hundred and twenty-three of the principal Act of a company’s 
directors shall deal, so far as is material for the appreciation of the state of the company’s affairs by its members 
and will not in the directors’ o: _— n be harmful to the business of the company or of any of its subsidiaries, with 
any: change during the financial year in the nature of the company’s business, or in the company’s subsidiaries, or 

in the classes of business in which the company has an interest, whether as member of another company or otherwise. 
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PROFIT AND LOSS OR INCO@D | 


Every profit and loss account of a company shall give a true and fz qpgproat 
The Board of Trade may, on the application or with the consent ay’s , 
requirements of the principal Act or this Act as to the matters to be q@™P*" 
(1) of section 13) for the purpose of adapting them to the circumstay Pt 
Subsections (1) and (2)—which deals with compliance with the requir . 
profit and loss account, if— 


(a) the company has subsidiaries ; and 

(6) the profit and loss account is framed as a consolidated profit 
company, and— 

(i) complies with the requirements of this Act relating to consolidated 
(ii) shows how much of the consolidated profit or loss for the financial} 


PROFIT. AND LOSS OR INCOME AND EXPEND 


Corresponding 
amounts for the 
immediately pre- 
ceding financial 
year for all 
items shown in - 
the profit and 
loss account. 
First Schedule, 
Part I (9) (5) 
£ £ £ 
z. — OR NET EXPENDITURE, before charging or crediting the items enumerated 
iow 


II. AMOUNT CHARGED TO REVENUE BY WAY OF PROVISION FOR DEPRECIA- 
TION, RENEWALS OR DIMINUTION IN VALUE OF FIXED ASSETS—First 
Schedule, Part I 8 (1) (a) 


III. AMOUNT OF THE INTEREST ON THE COMPANY’S DEBENTURES AND 
OTHER FIXED LOANS—First Schedule, Part I 8 (1) (6) 


IV. AMOUNT OF THE CHARGE FOR UNITED KINGDOM income tax and other 
United Kingdom taxation on profits, including, where practicable, as United Kingdom 
income tax any taxation imposed elsewhere to the extent of the relief, if any, 
from United Kingdom income tax and distinguishing where practicable between 
income tax and other taxation.—First Schedule, Part I 8 (1) (c). 

The basis on which the charge for United Kingdom income tax is computed shall be 
stated by way of note, if not otherwise shown. First Schedule, Part 1 9 (3). 


Vv. AMOUNTS PROVIDED FOR REDEMPTION OF 
1, Share Capital and 
2. Loans 
First Schedule, Part I 8 (1) (d) 


VI. AMOUNT (if material) SET ASIDE OR PROPOSED TO BE SET ASIDE TO 
RESERVES—First Schedule, Part I 8 (1) (é) 


VII. AMOUNT (if material) SET ASIDE TO PROVISIONS other than provisions for 
depreciation, renewals or diminution in value of assets—First Schedule, Part I 8 (1) (f) 


The Board of Trade may direct that a company shall not be obliged to show an amount 
set aside to provisions in accordance with sub-paragraph (1) (f) of this paragraph, if 
the Board is satisfied that that is not required in the public interest and would 
prejudice the company, but subject to the condition that any heading stating an 
amount arrived at after taking into account the amount set aside as aforesaid shall be 
so framed or marked as to indicate that fact.—First Schedule, Part I 8 (2) 


VIII. AGGREGATE AMOUNT OF THE DIVIDENDS PAID AND PROPOSED— 
First Schedule, Part I (8) (1) (h) 


Carried forward 
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NCogp EXPENDITURE ACCOUNT 
and fai profit or loss of the company for the financial year. Section 13 (1). 
oon ny’s directors, modify in relation to that company any of the 
. to be! S any ’s an a 18 ta). account (except the requirements of subsection 

mpany.—Section 13 (4 

—~ st Schedule to this Act—of section 13, shall not apply to a company’s 
rofit ant dealing with all or any of the company’s subsidiaries as well as the 
slidated APS accounts; and 
financial’ With in the accounts of the company.—Section 13 (5). 
>END WE Ge entccsceseness BI. ov sincensiccis OB. .cine 

Corresponding 

amounts for the 

immediately pre- 

ceding financial 

year for all items 

shown in the 

profit and loss 

account. 

First Schedule, 

Part I (9) (5) 

£ £ 


PROFIT OR NET INCOME, before charging or crediting the items enumerated below 


AMOUNT OF INCOME FROM TRADE INVESTMENTS—First Schedule, Part I 
8 (1) (8) 


III. AMOUNT OF INCOME FROM OTHER INVESTMENTS—First Schedule, Part I 


8 (1) (g) 
AMOUNT (if material) WITHDRAWN FROM RESERVES—First Schedule, Part I 8 (1) (e) 


AMOUNT (if material) WITHDRAWN FROM PROVISIONS (defined per contra at VII) 
and not applied for the purposes thereof—First Schedule, Part I (8) (1) (/) 


VI. BALANCE brought forward from last period 
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prim 
Brought forward 


Corresponding ‘ 


IX. AGGREGATE AMOUNT OF DIRECT ORS’ EMOLUMENTS so far as the 
information is contained in the company’s books and papers or the company has 
the right to obtain it from the persons concerned.—Section 38 (1). 

The amount to be shown— 

(a) shall include any emoluments paid to or receivable by any person in 
respect of his services as director of the company or in respect of his 
services, while director of the company, as director of any subsidiary 
thereof or otherwise in connection with the management of the affairs 
of the company or any subsidiary thereof; and 

(b) shall distinguish between emoluments in respect of servicés as director, 
whether of the company or its subsidiary, and other emoluments ; 

and for the purposes of this section the expression ‘‘ emoluments,”’ in relation 

to a director, includes fees and percentages, any sums paid by way of expenses 

allowance in so far as those sums are charged to United Kingdom income tax, 
any contribution paid in respect of him under any pension scheme and the 
estimated money value of any other benefits received by him otherwise than 

in cash.—Section 38 (2) 

The amounts to be shown shall include all relevant sums paid by or receivable 


(i) the Company; and 

(ii) the company’s subsidiaries; and 
(iii) any other person ; 
except sums to be accounted for to the company or any of its subsidiaries or, by 
virtue of section one hundred and fifty of the principal Act, to past or present 
members of the company or any of its subsidiaries or any class of those members. 
Section 38 (5) 

’ It shall not be lawful for a company to pay a director remuneration (whether 
as director or otherwise) free of income tax or of income tax other than surtax, 
or otherwise calculated by reference to or varying with the amount of his 
income tax or his income tax other than surtax, or to or with the rate or 
standard rate of income tax, except under a contract which was in force on the 
eighteenth day of July, nineteen hundred and forty-five, and provides expressly, 
and not by reference to the articles, for payment of remuneration as aforesaid.— 
Section 34 (1) 

Any provision contained in a company’s articles, or in any contract other 
than such a contract as aforesaid, or in any resolution of a company or a 
company’s directors, for payment to a director of remuneration as aforesaid 
shall have effect as if it provided for payment, as a gross sum subject to income 
tax and surtax, of the net sum for which it actually provides.—Section 34 (2) 

This section shall not apply to remuneration due before it comes into force 


re a 
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or in respect of a period before it comes into force.—Section 34 (3) 
X. AGGREGATE AMOUNT OF DIRECTORS’ OR PAST DIRECTORS’ 
PENSIONS 


} so far as the information is contained in the company’s books and Beds ied peng. orm or the 
‘ company has the right to obtain it from the persons concerned. tion 38 (1) 
| The amount to be shown— 
; (a) shall not include any pension paid or receivable under a pension scheme if 
the scheme is such that the contributions thereunder are substantially 
adequate for the maintenance of the scheme, but save as aforesaid shall 
include any pension paid or receivable in respect of any such services of a 
director or past director of the company as are mentioned in the last 
foregoing subsection, whether to or by him or, on his nomination or by 
virtue of dependence on or other connection with him, to or by any other 
‘ person ; and 
(b) shall distinguish between pensions in respect of services as director, whether 
of the company or its subsidiary, and other pensions ; 
and for the purposes of this section the expression “ pension” includes any 
superannuation allowance, superannuation gratuity or similar payment, and the 
expression ‘‘ pension scheme ’’ means a scheme for the provision of pensions in 
: respect of services as director or otherwise which is maintained in-whole or in 
, part by means of contributions, and the expression “ contribution ”’ in relation 
to a pension scheme means any payment (including an insurance premium) paid 
; for the purposes of the scheme by or in respect of persons rendering services in 
; respect of which pensions will or may become payable under the scheme, except 
that it does not include any payment in respect of two or more persons if the 
amount paid in respect of each of them is not ascertainabie.—Section 38 (3), 
. The amounts to be shown— 
; (a) shall include all relevant sums paid by or receivable from— 
(i) the company; and 
(li) the company’s subsidiaries ; and 
(iii) any other person ; 
except sums to be accounted for to the company or any of its subsidiaries, 
—Section 38 (5) 
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Corresponding 

mounts f Brought forward 
£ XI. AGGREGATE AMOUNT OF ANY COMPENSATION TO DIRECTORS 


or past directors in respect of loss of office— 

so far as the information is contained in the company’s books and papers or the 

company has the right to obtain it from the persons concerned.—Section 38 (1) 

The amount to be shown— - 

(a) shall include any sums paid to or receivable by a director or past director 
by way of compensation for the loss of office as director of the company or 
for the loss, while director of the company or on or in connection with his 
ceasing to be a director of the company, of any other office in connection 
with the management of the company’s affairs or of any office as director 
or otherwise in connection with the management of the affairs of any 
subsidiary thereof; and 

(b) shall distinguish between compensation in respect of the office of director, 
whether of the company or its subsidiary, and compensation in respect 
of other offices ; ; 

and for the purposes of this section references to compensation for loss of office 

shall include sums paid as consideration for or in connection with a person’s 

retirement from office.—Section 38 (4) R 

The amounts to be shown— 
(a) shall include all relevant sums paid by or receivable from— 
(i) the company ; and 
(ii) the company’s subsidiaries; and 
(iii) any other person ; 
except sums to be accounted for to the company or any of its subsidiaries 
or, by virtue of section one hundred and fifty of the principal Act, to past 


or present members of the company or any of its subsidiaries or any class _ 


of those members; and 

(6) shall distinguish between the sums respectively paid by or receivable from 
the company, the company’s subsidiaries and persons other than the 
company and its subsidiaries.—Section 38 (5) 

It shall not be lawful for a company to make to any director of the company 
any payment by way of compensation for loss of office, or as consideration for 
or in connection with his retirement from office, without particulars with 
respect to the proposed payment (including the amount thereof) being disclosed 
to the members of the company and the proposal being approved by the 
company.—Section 36 (1) 

It is hereby declared that references in this section and in section one hundred 
and fifty of the principal Act to payments made to any director of a company 
by way of compensation for loss of office, or as consideration for or in connection 
with his retirement from office, do not include any bona fide payment by way of 
damages for breach of contract or by way of pension in respect of past services, 
and for the purposes of this sub-section the expression “‘ pension ’’ includes any 
superannuation allowance, superannuation gratuity or similar payment. 
—Section 36 (7) 


General Notes in relation to Section 33— 
(6) The amounts to be shown under this section for any financial year shall be 
the sums receivable in respect of that year, whenever paid, or, in the case of 
sums not receivable in respect of a period, the sums paid during that year, so, 
however, that where— 
(a) any sums are not shown in the accounts for the relevant financial year on 


the ground that the person receiving them is liable to account therefor as . 


mentioned in paragraph (a) of the last foregoing subsection, but the liability 
is thereafter wholly or partly released or is not enforced within a period of 
two years; or 

(b) any sums paid by way of expenses allowance are charged to United Kingdom 
income tax after the end of the relevant financial year ; 

those sums shall, to the extent to which the liability is released or not enforced 

or they are charged as aforesaid, as the case may be, be shown in the first 

accounts in which it is practicable to show them or in a statement annexed 
thereto and shall be distinguished from the amounts to be shown therein apart 
from this provision. 

(7) Where it is necessary so to do for the purpose of making any distinction 

required by this section in any amount to be shown thereunder, the directors 

may apportion any payments between the matters in respect of which they 
have been paid or are receivable in such manner as they think appropriate. 

(8) If in the case of any accounts the requirements of this section are not 

complied with, it shall be the duty of the auditors of the company by whom 

the accounts are examined to include in their report thereon, so far as they are 
reasonably able to do so, a statement giving the required particulars. 

(9) In this section any reference to a company’s subsidiary— 

(a) in relation to a person who is or was, while a director of the company, a 
director also, by virtue of the company’s nomination, direct or indirect, of 
any other body corporate, shall, subject to the following paragraph, include 
that body corporate, whether or not it is or was in fact the company’s 
subsidiary ; and 
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rresponi £ 
amounts : Brought forward 
(6) shall for the purposes of subsections (2) and (3) be taken as referring to a 
subsidiary at the time the services were rendered, and for the purposes of 
‘ subsection (4) be taken as referring to a subsidiary immediately before the 
loss of office as director of'the company. 
(10) Section one hundred and twenty-eight of the principal Act, so far as it re- 
- lates to directors’ remuneration, and section one hundred and forty-eight thereof 
shall cease to have effect. 


_ XII. AUDITORS’ REMUNERATION : 


Where the auditors’ remuneration is not fixed by the company in general 
meeting, the amount shall be shown under a separate heading in the company’s 
rofit and loss account. : 
or the purposes of this subsection, any sums paid by the company in respect 
of the auditors’ — shall be deemed to be included in the expression 
“* remuneration.”’ ion 24 (8) 


XIII. BALANCE OF PROFIT UNAPPROPRIATED 


EXEMPTED COMPANIES: 


Banking Companies and Discount Companies are exempted from complying with certain of the foregoing requirements, 


but the profit and loss accounts of such companies shall indicate by appropriate words the manner in which the amount 
stated for the company’s profit or loss has been arrived at—First Schedule, Part III +1 (1). : 
Assurance companies are exempted from complying with certain of the foregoing requirements—First Schedule, Part III. 


ESSENTIAL NOTES ON THE PROFIT AND LOSS ACCOUNT : 

(1) The matters referred to in the following sub-paragraphs shall be stated by way of note, if not otherwise shown. 

(2) If depreciation or replacement of fixed assets is provided for by some method other than a depreciation charge or provision 
for renewals, or is not provided for, the method by which it is provided for or the fact that it is not provided for, as the case 
may be. 

(3) The basis on which the charge for United Kingdom.income tax is computed. 

(4) Whether or not the amount stated for dividends paid and proposed is for dividends subject to deduction of income tax. 

(5) Except in the case of the first profit and loss account laid before the company after the coming into force of this Schedule, 
the corresponding amounts for the immediately preceding financial year for all items shown in the profit and loss account. 

(6) Any material respects in which any items shown in the profit and loss account are affected— 

(a) by transactions of a sort not usually undertaken by the company or otherwise by circumstances of an exceptional 
or non-recurrent nature; or 

(b) by any c e in the basis of accounting. 
First Schedule, Part I 9. 


FIRST SCHEDULE: PART II 
SPECIAL PROVISIONS WHERE THE COMPANY IS A HOLDING OR SUBSIDIARY COMPANY 
A. Modifications of and additions to requirements as to company’s own accounts 

1.—(1) This paragraph shall apply where the company is a holding company, whether or not it is itself a subsidiary of 
another body corporate. 

(2) The references in Part I of this Schedule to the company’s investments shall not include its investments in its subsidiaries 
which are required to be separately stated by section one hundred and twenty-five of the principal Act and paragraph 2, 
pet orn pe (1) (a) of paragraph 8 and sub-paragraph (2) of paragraph 9 thereof shall not apply in relation to fixed assets 
consisting of interests in its subsidiaries. — 

(3) There shall be shown by way of note on the balance sheet or in a statement or report annexed thereto the number, 
description and amount of the shares in and debentures of the company held by its subsidiaries or their nominees, but excluding 
any of those shares or debentures in the case of which the subsidiary is concerned as personal representative or in the case of 
which it is concerned as trustee and neither the company nor any subsidiary thereof is beneficially interested under the trust, 
otherwise than by way of security only for the purposes of a transaction entered into by it in the ordinary course of a business 
which includes the lending of money. ' uke 

(4) Where group accounts are not submitted, there shall be annexed to the balance sheet a statement showing— 

(a) the reasons why subsidiaries are not dealt with in group accounts ; 
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Amounts Brought forward 


The profit and loss account shall be annexed to the balance sheet and approved by the board of directors before the 
balance sheet is signed on their behalf—Section 21 (1) 


(b) the net aggregate amount, so far as it concerns members of the holding company and is not dealt with in the 
company’s accounts, of the subsidiaries’ profits after deducting the subsidiaries’ losses (or vice versa)— 
(i) for the —-* financial years of the subsidiaries ending with or during the financial year of the 
company; an 
(ii) for their previous financial years sirice they respectively became the holding company’s subsidiary ; 
(c) the net aggregate amount of the subsidiaries’ profits after deducting the subsidiaries’ losses (or vice versa)— 
(i) een ene: 


(ii) for their other financial years since they respectively became the holding company’s subsidiary ; 
so far as those profits are dealt with, or provision is made for those losses, in the company’s accounts ; 

(d) any qualifications contained in the report of the auditors of the subsidiaries on their accounts for their respective 
financial years ending as aforesaid, and any note or saving contained in those accounts to call attention to a matter 
which, apart from the note or saving, would properly have been referred to in such a qualification, in so far as the 
matter which is the subject of the qualification or note is not covered by the company’s own accounts and is material 
from the point of view of its members ; 

or, in so far as the information required by this sub-paragraph is not obtainable, a statement that it is not obtainable : 
Provided that the Board of Trade may, on the application or with the consent of the company’s directors, direct that in 

relation to any subsidiary this sub-paragraph shall not apply or shall apply only to such extent as may be provided by the 

direction. : 


(5) Paragraphs (b) and (c) of the last foregoing sub-paragraph shall apply only to profits and losses of a subsidiary which 
may properly be treated in the holding company’s accounts as revenue profits or losses, and the profits or losses attributable 
to any shares in a subsidiary for the time being held by the holding company or any other of its subsidiaries shall not (for that 
or any other purpose) be treated as aforesaid so far as they are profits or losses for the period before the date on or as from 
which the shares were acquired by the company or any of its subsidiaries, except that they may in a proper case be so treated 
where— : , 

a) the company is itself the subsidiary of another body corporate ; and 
b) the shares were acquired from that body corporate or a subsidiary of it ; 
and for the purpose of determining whether any profits or losses are to be treated as profits or losses for the said period the 
profit or loss for any financial year of the subsidiary may, if it is not practicable to apportion it with reasonable accuracy by 
reference to the facts, be treated as accruing from day to day during that year and be apportioned accordingly. 
_ _(6) Where group accounts are not submitted there shall be annexed to the balance sheet a statement showing, in relation 
to the subsidiaries (if any) whose financial years did not end with that of the company— 
(a) the reasons why the company’s directors consider that the subsidiaries’ financial years should not end with that 
of the company ; and . 7 
(b) the dates on which the subsidiaries’ financial years ending last before that of the company respectively ended or 
the earliest and latest of those dates. 

2.—(1) The balance sheet of a company which is a subsidiary of another body corporate, whether or not it is itself a holding 
company, shall show the aggregate amount of its indebtedness to all bodies corporate of which it is a subsidiary or a fellow 
subsidiary and the aggregate amount of the indebtedness of all such bodies corporate to it, distinguishing in each case between 


indebtedness in respect of debentures and otherwise. 
___ (2) For the purposes of this paragraph, a company shall be deemed to be a fellow subsidiary of another body corporate 


if both are subsi of the same body corporate but neither is the other's. 
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‘ GROUP ACCOUNTS 


CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT OF HOLDING COMPANY AND SUB- 
SIDIARY COMPANIES AS RELATED TO THE REQUIREMENTS OF THE COMPANIES ACT 1947 


Where at the end of its financial year a company has subsidiaries, accounts or statements (in this Act referred to as 

“ group accounts ”’) dealing as hereinafter mentioned with the state of affairs and profit or loss of the company and the sub- 

sidiaries shall, subject to the next following subsection, be laid before the company in general meeting when the company’s own 
balance sheet and profit and loss account are so laid. Section 14 (1). 


Notwithstanding anything in the foregoing subsection— 
(a) group accounts shall not be required where the company is at the end of its financial year the aed owned 
bsidiary of another body corporate incorporated in Great Britain ; and. 
(b) group accounts needs not deal with a subsidiary of the company if the company’s directors are of opinion that— 
(i) it is impracticable, or would be of no real value to members of the company, in view of the insignificant 
amounts involved, or would involve expense or delay out of proportion to the value to members of the 
company; or 
(ii) the result would be misleading, or harmful to the business of the company or any of its subsidiaries ; or 
(iii) the business of the holding company and that of the subsidiary are so different that they cannot reasonably 


be treated as a single undertaking ; “ 
and, if the directors are of such an opinion about each of the company’s subsidiaries, group accounts shall not be 


required : 
Provided that the approval of the Board of Trade shall be required for not dealing in group accounts with a subsidiary on the 
ground that the result would be harmful or on the ground of the difference between the business of the holding company and 
that of the subsidiary.—Section 14 (2). 
For the purposes of this section a body corporate shall be deemed to be the wholly owned subsidiary of another if it has 
no members except that other and that other’s wholly owned subsidiaries and its or their nominees.—Section 14 (4). 


The group accounts laid before a holding company shall be consolidated accounts comprising :— 
(a) A consolidated balance sheet dealing with the state of affairs of the company and all the subsidiaries to be 
dealt with in group accounts ; 
(6) A Se is profit and loss account dealing with the profit or loss of the company and those subsidiaries. 
Section 15 (1). 


If the company’s directors are of opinion that it is better for the purpose— 
(a) of presenting the same or equivalent information about the state of affairs and profit or loss of the company and 
those subsidiaries ; and 
(6) of so presenting it that it may be readily appreciated by the company’s members ; 
the group accounts may be prepared in a form other than that required by the foregoing subsection, and in particular may 
consist of more than one set of consolidated accounts dealing respectively with the company and one group of subsidiaries and 
with other groups of subsidiaries, or of separate accounts dealing with each of the subsidiaries, or of statements expanding the 
information about the subsidiaries in the company’s own accounts, or any combination of these forms.—Section 15 (2). 

The © group accounts may be wholly or partly incorporated in the company’s own | balance sheet and profit and loss account. 
Section 15 (3) 

The group accounts laid before a company shall give a true and fair view of the state of affairs and profit or loss of the 
company and the subsidiaries dealt with thereby as a whole, so far as concerns members of the company. Section 16 (1). 

Where the financial year of a subsidiary does not coincide with that of the holding company, the group accounts shall, 
unless the Board of Trade on the application or with the consent of the holding company’s directors otherwise direct, deal with 
the subsidiary’s state of.affairs as at the end of its financial year ending with or last before that of the holding company, and 
with the subsidiary’s profit or loss for that financial year. Section 16 (2). 

The group accounts, if prepared as consolidated accounts, shall comply with the requirements of the First Schedule to this 
Act, so far as applicable thereto, and if not so prepared shall give the same or equivalent information. 

Provided that the Board of Trade may, on the application or with the consent of a company’s directors, modify the said 
requirements in relation to that company for the purpose of adapting them to the circumstances of the company.—Section 16 (3). 

Note: For the sake of clarity there have been omitted all references to the requirements of Part I of the First Schedule 

to this Act. 

A holding company’s directors shall secure that, except where i in their opinion there are good reasons against it, the financial 
year of each of its subsidiaries shall coincide with the company’s own financial year. Section 17 (1). 

Where it appears to the Board of Trade desirable for a holding company or a holding company’s subsidiary to extend its 
financial year so that the subsidiary’s financial year may end with that of the holding company, and for that purpose to postpone 
the submission of the relevant accounts to a general meeting from one calendar year to the next, the Board may on the 
application or with the consent of the directors of the company whose financial year is to be extended direct that, in the case 
of that com ve pom the submission of accounts to a general meeting, the holding of an annual general meeting or the making 
of an annual return shall not be required in the earlier of the said calendar years.—Section 17 (2). 


Section 18.—(1) For the purposes of the principal Act and this Act, a company shall, subject to the provisions of 
subsection (3) of this section, be deemed to be a subsidiary of another if, but only if— 


(a) that other either— 
(i) is a member of it and controls the composition of its board of directors ; or 
(ii) holds more than half in nominal value of its equity share capital ; or 
(b) the first mentioned company is a subsidiary of any company which is that other’s subsidiary. 
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(2) For the purposes of the foregoing subsection, the composition of a company’s board of directors shall be deemed to 
be controlled by another company if, but only if, that other company by the exercise of some power exercisable by it without 
the consent or concurrence of any other person can appoint or remove the holders of all or a majority of the directorships ; but 
for the purposes of this provision that other company shall be deemed to have power to appoint to a directorship with respect 
to which any of the following conditions is satisfied, that is to say— 


(a) that a person cannot be appointed thereto without the exercise in his favour by that other company of such a 
power as aforesaid ; or 


(0) that a person’s appointment thereto follows necessarily from his appointment as director of that other company ; 
or , 


(c) that the directorship is held by that other company itself or by a subsidiary of it. 


(3) In determining whether one company is a subsidiary of another— 


(a) any shares held or power exercisable by that other in a fiduciary capacity shall be treated as not held or exercisable 
y it; 


(b) subject to the two following paragraphs, any shares held or power exercisable— 
(i) by any person as a nominee for that other (except where that other is concerned only in a fiduciary capacity) ; 
or ‘ 


(ii) by, or by a nominee for, a subsidiary of that other, not being a subsidiary which is concerned only in a 


fiduciary capacity ; 
shall be treated as held or exercisable by that other ; 


(c) any shares held or power exercisable by any person by virtue of the Pte or of any debentures of the first 
mentioned company or of a trust deed for securing any issue of such debentures shall be disregarded ; 


(d) any shares held or power exercisable by, or by a nominee for, that other or its subsidiary (not being held or 
exercisable as mentioned in the last foregoing paragraph) shall be treated as not held or exercisable by that other 
if the ordinary business of that other or its subsidiary, as the case may be, includes the lending of money and the 
shares are held or power is exercisable as aforesaid by way of security only for the purposes of a transaction 

entered into in the ordinary course of that business. 


(4) For the purposes of this Act, a company shall be deemed to be another’s holding company if, but only if, that other 
is its subsidiary. 


(5) In this section, the expression “‘ company ” includes any body corporate, and the expression “‘ equity share capital ”’ 
means, in relation to a company, its issued share capital excluding any part thereof which, neither as respects dividends nor 
as respects capital, carries any right to participate beyond a specified amount in a distribution. 


The profit and loss account and, so far as not incorporated in the balance sheet or profit and loss account, any group 
accounts laid before a company in general meeting shall be annexed to the balance sheet and approved by the board of directors 
before the balance sheet is signed on their behalf. Section 21 (1). . 


CONSOLIDATED ACCOUNTS OF HOLDING COMPANY AND SUBSIDIARIES 


3. Subject to the following paragraphs of this Part of this Schedule, the consolidated balance sheet and profit and loss 
account shall combine the information contained in the separate balance sheets and profit and loss accounts of the holding 
company and of the subsidiaries dealt with by the consolidated accounts, but with such adjustments (if any) as the directors 
of the holding company think necessary. ; 


4. Subject as aforesaid and to Part III of this Schedule, the consolidated accounts shall, in giving the said information, 
comply, so far as practicable, with the requirements of the principal Act and this Act as-if they were the accounts of an actual 


company. 


5. Section one hundred and twenty-eight of the principal Act and section thirty-eight of this Act shall not, by virtue of the 
two last foregoing paragraphs, apply for the purpose of the consolidated accounts. 


6. Paragraph 4 of Part I of this Schedule shall not apply for the purpose of any consolidated accounts laid before 2 company 
with the first balance sheet so laid after the coming into force of this Schedule. 


7. In relation to any subsidiaries of the holding company not dealt with by the consolidated accounts— 
(a) section one hundred and twenty-five of the principal Act and sub- phs (2) and (3) of paragraph 1 of this 
Part of this Schedule shall apply for the purpose of accounts as if those accounts were the accounts of an actual 
company of which they were subsidiaries ; and 
(6) there shall be annexed the like statement as is required by sub-paragraph (4) of paragraph 1 of this Part of this 
Schedule where there are no group accounts, but as if references therein to the holding company’s accounts were 
references to the consolidated accounts. 2 


8. In relation to any subsidiaries (whether or not dealt with by the consolidated accounts), whose financial years did not 
end with that of the company, there shall be annexed the like statement as is required by sub-paragraph (6) of paragraph 1 
of this Part of this Schedule where there are no group accounts. First Schedule, Part II B. 


a ee 
7 
3 ee 
ee 
° ee 
; ee 
: ee 
y 
e BY > ‘ 
e 
‘ ee 
| ee 
e Py 
a 
j ee 
Y ee 
d 
e 
. ee 
: | 
, 
h | 
1 x2 
d FC , 
). 
a 
il 
, ee 
e 
e 
e 
g 
of 
: 
‘ i 
i 


ea te! as 


‘ 
| 
t 


Corresponding 
amounts at the 
end of the | 
immediately pre- 
ceding fimancial 
year. . 


a. 


II. 


Ill. 


ACCOUNTANCY 


OUTLINE CONSOLIDATIAN 


AT... 


CAPITAL AND SURPLUS : 

Issued Capital of the Holding Company 

Premium on Shares issued by the Holding Company 

Reserves (distinguishing Capital and Revenue), less proportion attributable to 


SNe 


“1 outside shareholders. 


4. Profit and Loss Account Balances (after providing for proposed dividends) less 
proportion attributable to outside shareholders. 


OUTSIDE SHAREHOLDERS IN SUBSIDIARY COMPANIES: 


1. Preference shares. 
2. Ordinary Shares including Reserves and Undistributed profits attributable 
thereto. ; 


BORROWED MONEY NOT CURRENTLY REPAYABLE, e.g.— 
1. Mortgage Debentures. 
2. Secured Loans. 


PROVISIONS : 


CURRENT LIABILITIES: 
To be shewn separately— 
1. The aggregate amounts of Bank Loans and Overdrafts. 
2. Net aggregate amounts (after deduction of income tax) which are recommended 


for distribution by way of dividends. 
DEFERRED LIABILITIES : 


MATTERS TO BE EXPRESSLY STATED IN AUDITORS’ REPORT 
In the case of a holding company submitting group accounts whether, in their opinion, the group accounts have been properly 
prepared in accordance with the provisions of this Act so as to give a true and fair view of the state of affairs and profit or 


Corresponding 
amounts for the 
immediately pre- 


ceding financial 
year 
_& 
I. 
II. 
III. 
IV. 
. 
VI. 
VII. 
£ 
VIII. 
IX. 


OUTLINE CONSOLIDA 


LOSS OR NET EXPENDITURE, before charging or crediting the items enumerated 
below i ; 

AGGREGATED PROVISION FOR DEPRECIATION, RENEWALS OR 
DIMINUTION IN VALUE OF FIXED ASSETS: 

AGGREGATED INTEREST ON DEBENTURES AND OTHER FIXED LOANS: 

UNITED KINGDOM TAXATION ON GROUP PROFITS: distinguishing 
where practicable income tax and other taxation. 

AGGREGATED AMOUNTS SET ASIDE TO PROVISIONS: 


AUDITORS’ REMUNERATION (where applicable) : 
AGGREGATED NET PROFITS, carried down. ' 


HOLDING COMPANY’S proportion of the increase to the undistributed profits (less 
losses) of Subsidiary Companies. 
NET PROFIT per HOLDING COMPANY’S PROF IT AND LOSS Account : 


£ 
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IDATANCE SHEET 
end of the 


I. FIXED ASSETS: 
Il. GOODWILL ACCOUNTS : 


Ill. INVESTMENTS : 
“To be shewn under separate headings— 
1. Subsidiary Companies not consolidated. 
2. The aggregate amounts of Trade Investments. 
3. The aggregate amounts of quoted Investments other than trade investments. 
Subdivided, where necessary, to distinguish the investments as respects which 


there has, and those as respects which there has not, been granted a 
quotation or permission to deal on a recognised stock exchange. 


4. The aggregate amounts of Unquoted Investments other than trade investments. 
IV. LOANS TO EMPLOYEES §for the purchase of fully paid shares. 


Vv. CURRENT ASSETS: 
VI. PRELIMINARY FORMATION AND ISSUE EXPENSES: 


£ 


loss of the company and its subsidiaries dealt with thereby, so far as concerns members of the company, or, as the case may 
be, so as to give a true and fair view thereof subject to the non-disclosure of any matters (to be indicated in the report) which 
by virtue of Part III of the First Schedule to this Act are not required to be disclosed. Second Schedule 4. 


ATROFIT AND LOSS ACCOUNT 


Correspon 
amounts for the 
immediately pre- 
ceding financial 
year. 
‘g £ 
I. AGGREGATED PROFIT, before charging or crediting the items enumerated below. 

Il. AGGREGATED INCOME FROM TRADE INVESTMENTS 

III. AGGREGATED INCOME FROM OTHER INVESTMENTS 

IV. INCOME FROM SUBSIDIARY COMPANIES NOT CONSOLIDATED he 

V. WITHDRAWALS FROM PROVISIONS 

| £ 


VI. AGGREGATED NET PROFITS brought down 
Deduct Proportion attributable to the interests of Outside shareholders of Subsidiary 


Companies 


immediately pre- . 
ceding financial 
year. 
£ : : z £ 
£ , a 
cantilenienginpe INS! 
£ £ | 
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Assessments on Business Profits 


‘Changes of Accounting Date 


We gladly publish in full this memorandum, which we 
have received from the Inland Revenue. The practice 
begun with the issue by the Inland Revenue of five explana- 
tory booklets on the Income Tax Act, 1945 (see ACCOUNTANCY 
for June, 1946), and continued with the provision of this 
useful memorandum is a welcome one, which we hope will 
be carried further. 

1. This Note sets out briefly the practice of the Board 
of Inland Revenue in cases where a trader permanently 
changes his accounting date. 

2. The relevant statutory provisions are contained in 
Section 34 of the Finance Act, 1926 (as amended by 
Section 14 of the Finance Act, 1930). The effect of 
these provisions is briefly as follows :— 

* (i) In the normal case where there is only one account 
ending in the year preceding the year of assessment 
and that account is for a period of one year, the 
assessment is to be based on the profit of that account 
(Section 34 (1) (a)). 

(ii) In other cases, the Board of Inland Revenue are to 
decide what period of 12 months ending on a date in 
the preceding Income Tax year is to be the basis year 
(Section 34 (1) (d)). 

(iii) Where the Board have determined the basis year for 
any Income Tax year under (ii), they may direct that 
the assessment for the preceding Income Tax year 
is to be adjusted to the profits of the corresponding 
period, i.e., the year ending on the same date in the 
previous year (Section 34 (2)) ; an appeal against any 
such direction lies to the General or Special Com- 
missioners, who are empowered to grant ‘‘such 
relief, if any, as is just’’ (Section 34 (3)). 

3. Under Section 34 (1) (b) the Board normally decide 
that the assessment is to be based on the profits of the 
period of 12 months ending on the new accounts date 
in the preceding Income Tax year, i.e., the date to which 
the trader proposes to make up his accounts in future. 


4. The question then arises whether there is to be any 
adjustment of the assessment for the preceding Income 
Tax year under Section 34 (2) to the profits of the 
“corresponding” period. Such an adjustment may 
increase or decrease the liability, according to the trend 
of profits. 

5. The considerations which the Board have in mind 
in determining this question are as follows. 

Where there is a permanent change of accounting date 
then, whether or not revision under Section 34 (2) is 
ordered, one of two things must, in the ordinary course, 
happen :— 

(a) If the new date is later in the Income Tax year 
than the old, the profits of some period will not 
come into assessment at all. 

(b) If the new date is earlier in the Income Tax year 
than the old, the profits of some period will come 
into assessment twice. 

If the profits of the period omitted were relatively 
low, or the profits of the period coming in twice were 
relatively high, the Revenue would gain: conversely, 
if the profits of the period omitted were relatively high, 
or the profits of the period coming in twice were rela- 
tively low, the taxpayer would gain. The Board attempt 
to secure that the profits to be assessed twice, or to be 
omitted from assessment, as the case may be, are 
“ average ”’ profits. As a rule this object can be secured 
neither by straightforward revision nor by non-revision, 
but only by taking for the year to which Section 34 (2) 


applies some figure intermediate between the revised 
and unrevised figures, and it is the Board’s normal 
practice to propose, subject to the concurrence of the 
Commissioners of Income Tax having jurisdiction in the 
particular case under Section 34 (3), the adoption of such 
an intermediate figure. That intermediate figure is 
computed by reference to a consideration of— 


(i) the profits of all the accounting periods of which 
any part enters into either the basis year (or, in 
some cases, years) under Section 34 (1) (6) or the 
“corresponding period”’ under Section 34 (2) ; 
and 

(ii) the number of years for which the assessments are 
based in whole or in part on any of the profits of 
such accounting periods. 


The aggregate profit of the accounting periods falling 
within sub-para. (i) is expanded or reduced on a time 
basis so as to give a proportionate figure for the number 
of years of assessment falling within sub-para. (ii), and 
the assessment for the year to which Section 34 (2) 
applies is adjusted, up or down as the case may be, so 
that the total of the assessments for all the years falling 
within sub-para. (ii) is precisely equal to the propor- 
tionate figure computed as explained above. The 
working of this practice can best be illustrated by 
examples and four such examples will be found in the 
Appendix. 

6. It is open to the taxpayer, if he does not accept 
the Board’s proposal, to appeal to the General or Special 
Commissioners against any direction by the Board that 
may be made under Section 34 (2) or against an omission 
to issue a direction, and the Commissioners, by Section 
34 (3), are empowered on appeal to give such relief as is 
just. The Board’s proposal represents the solution which 
they consider would be likely to commend itself to the 
Commissioners and where it is accepted there is in 
effect an agreed recommendation as to what is thought 
to be just. 

7. The practice outlined above is suitable for the 
majority of cases. There are, however, certain classes 
of case which are incapable of solution along these lines 
for which modifications are necessary, ¢.g.— 

(a) cases where the “‘ average’ computation brings 
out a figure for the adjusted preceding year 
assessment which is not intermediate between the 
unrevised figure and the profit of the “ corres- 
ponding period ”’ ; 

(b) cases where there is a marked seasonal fluctuation 
in the rate of profit (e.g., as in the case of the 
seaside hotel) ; 

(c) cases where in some or all of the periods concerned 
losses were incurred ; 

(d) cases where any one of the years concerned is 
affected by the commencement or cessation pro- - 
visions. 

The modifications that are introduced to deal with 
these special types of case cannot be described in detail 
within the limits of this brief Note, but the general 
principle followed throughout is that of equating the 
average rate of assessments over the years affected to 
the average rate of profits in the accounting periods that 
form the basis of those assessments. In cases falling 
within head (a) it may be necessary in order to secure 
this result to depart from the general rule mentioned in 
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a i ty cin be ee b Ge 
tion 34 (1) (6) which, when regard is had to the 
profits of that year and its ‘‘ corresponding period,” will 
enable effect to be given to the “ average ”’ adjustment. 
Again in cases falling within head (b) it may be necessary 
to modify the “average” adjustment so that the 
assessments reflect a true annual rate of profit and not a 
rate that is inflated or depressed by seasonal results. 
‘8. Where the “ average’ computation brings out a 
figure for the adjusted preceding year assessment which 
exceeds, or falls short of, the unrevised figure for that 
year by a relatively small amount, it is not the Board’s 
normal practice to take any action by way of “ average ” 
adjustment. For this purpose the Board would normally 
regard as relatively small a difference that did not 
exceed ten per cent. of the average of the current and 
preceding years’ assessments and was less than £1,000. 


APPENDIX 
Example A 
Profits 
12 months to September 30, 1941 --. £36,000 
12 months to September 30, 1942 oe 18,000 
9 months to June 30, 1943 ___.... — 12,000 


June 30 is to be the future accounting date. 


1944/45.—The Board decide that the assessment should be 


on = rofits of the year to June 30, 1943, i.e., 
,000+ 3 of £18,000... es = £16,500 
ian —tThe assessment will originally have been made 
qneeot profits of the year to September 30, 1942, i.e., on 
000. 


The profits of the “‘ corresponding period,’’ i.e., the year to 


- June 30, 1942, are: 


80f818,000 ... ... sms 818,800 
ie a ae ge 9,000 
Total... ... £22,500 


Revision of the basis under Section 34 (2) would therefore 
involve an additional assessment of £4,500 (£22,500 —£18,000). 

In this case the accounting periods of which all or part 
enters into the “basis period’’ or the ‘“‘ corresponding 
period ’’ comprise the 33 months to June 30, 1943, while 
the assessments which may be affected by the profits of those 
accounting periods are those for the three years 1942-43 to 
1944-45. Co uently the Board would propose an adjust- 
ment in the 1943-44 assessment of such an amount that the 
assessments for 1942-43, 1943-44 (as revised) and 1944-45 
would be exactly equal to three years’ profits at the average 
rate of the actual profits for the 33 months to June 30, 1943. 
This would lead to a limitation of the additional assessment 
for 1943-44 to £1,500 computed as follows :— 


Total profits for 33 months to June 30, 
194 


Profits for 36 months at the same rate 
(3 x 266,000) bs ae ies Sie £72,000 
Assessed 1942-43 ... oan £36,000 
Assessed 1944-45 ... sia 16,500 
52,500 
Balance to be assessed for 1943-44 ... 19,500 
Deduct first assessment ion nes 18,000 
Additional assessment ... jes £1,500 
Example B 
Profits 
12 months to September 30, 1941 ... £12,000 
12 months to September 30, 1942 pas 30,000 
9 months to June 30,1943... See 24,000 


June 30 is to be the future accounting date. 
1944-45.—The Board decide that the assessment should be 
on the profits of the year to June 30, 1943, t.e.— 
£24,000+-} of £30,000... - = £31,500 
1943-44.—The assessment will originally have been made 
=. ro profits of the year to September 30, 1942, i.e., on 
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The profits of the “‘ corresponding period,” i.e., the year 
to June 30, 1942, are :— 


of £30,000 ose _ — = £22,500 
of 12,000... sos soe See = 3,000 
£25,500 


Revision of the basis under Section 34 ( rs,500). therefore 
involve a reduction of £4,500 (£30,000 — 

In this case the accounting periods of which ou or 
enters into the “basis period’’ or the ‘‘ correspon 
period ’’ comprise the 33 months to June 30, 1943, while the 
assessments which may be affected by the profits of those 
accounting periods are those for the three years 1942-43 to 
1944-45. Co uently the Board would propose an adjust- 
ment in the 194 assessment of such an amount that the 
assessments for 1942-43, 1943-44 (as revised) and 1944-45 
would be exactly equal to three years’ profits at the average 
rate of the actual profits for the 33 months to wry 30, 1943. 
This would lead to reduction of £1,500 for 1 computed 
as follows :— 

= aad for 33 months to ~~ 30, 


£66,000 
Profits for 36 months at the same rate— 
(S x £66,000) nies ald ves ous £72,000 
Assessed 1942-43 ... dia £12,000 
Assessed 1944-45 ... eee 31,500 
’ 43,500 
Balance to be assessed for 1943-44 ... 28,500 
First assessment for 1943-44 ... ... 30,000 
Reduction ... £1,500 
Example C Profits 
12 months to September 30, 1941 ... £14,000 
12 months to September 30, 1942 she 30,000 
6 months to March 31, 1943... yee 22,000 


' March 31 is to be the future accounting date. ; 

1943-44. The Board decide that the assessment should be 

on the profits of the eS een oe _— 4.¢.— 
,000 + 4 of £30,000 ‘ ‘ £37, 

1942-43.—The assessment will ori y ‘Sais been on the 
profits of the year to September 30. 1941, i.e., on £14,000. 

The profits of the “‘ corresponding period,” i.e., the year to 
March 31, 1942, are :— 


of £30,000 an ea aes 
ee ee ee ee 7,000 
£22,000 


Revision of the basis under Section 34 (2) would therefore 
involve an additional assessment of £8,000 (£22,000 — £14,000). 
In this case the accounting periods of which all or part 
enters into the “basis period” or the “ corresponding 
period ”’ comprise the 30 months to March 31, 1943, while 
the assessments which may be affected by the profits of those 
accounting periods are those for the two years 1942-43 and 
1943-44. Co uently the Board would propose an adjust- 
ment in the 1942-43 = Pref of such an amount that the 
assessments for 1943-44 and 1942-43 (as revised) would be 
exactly equal to two years’ profits at the average rate of the 
actual profits for the 30 months to March 31, 1943. This 
would lead to a limitation of the additional assessment for 
1942-43 to £1,800 computed as follows :— 
Total _oe for 30 months to March 31, 


£66,000 

Profits for 24 months at the same rate 
(24/30ths 6f £66,000) . x £52,800 
Assessed 1943-44... ee das 37,000 
Balance to be assessed for one nm 15,800 
Deduct first assessment . a a 14,000 
’ Additional assessment... £1,800 
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Example D 


12 months to March 31, 1941 
12 months to March 31, 1942 3,200 
15 months to June 30; 1943 __.... mad 2,400 
June 30 is to be the future accounting date. 
1944-45 and 1943-44.—In this case a decision under 
Section 34 (1) (6) has to be given for two years. The Board 
decide that the assessment for the year 1944-45 should be on 
the profits of the year to June 30, 1943, and that the assess- 
ment for the year 1943-44 should be on the profits of the 
year to June 30, 1942. 
1944-45—12/15ths of £2,400... ane 
1943-44—3/15ths of £2 satan agg of 
£3,200 = £480 + £2,400 2,880 
1942-43.—The assessment will ori y ‘have been on the 
profits of the year to March 31, 1042, i.e., on £3,200. 
The profits of the “‘ corresponding period,”’ i.e., the year to 
une 30, 1941, are :— 
3/12ths of £3,200... £800 
9/12ths of £1,600... 1,200 - 
£2,000 


Revision of the basis under Section 34 (2) would therefore 
involve a reduction of £1,200. 


Profits 
£1,600 


£1,920 


The Finance Act, 


Double Taxation Relief 

As a result of the ending of E.P.T. and remodelling of 
the profits tax, the provisions of the Finance (No. 2) 
Act, 1945, are amended as to granting of credit for 
foreign tax (ie., amy credit for tax payable in any 
territory outside the United Kingdom). The amend- 
ments apply, where neither E.P.T. nor profits tax is 
chargeable, to the years 1947-48 onwards. Where 
E.P.T. or profits tax is chargeable, the amendments 
apply from January 1, 1947. We welcome the sub- 
stitution of a new Schedule for the old instead of the all 
too common amendment by cross-reference. 


General 


The credit is to be applied first in reducing the amount ~ 


of any profits tax chargeable in respect of the income 
in question, and any balance against income tax. 
Residence 

No credit is to be given against profits tax for any 
chargeable accounting period, or against income tax 
for any year of assessment, unless the person whose 
income is chargeable is resident in the U.K. for that 
period or year. 

Limit on Credit 

(a) Profits tax—the credit is not to exceed the profits 
tax on the income involved. 

(b) Income tax—the credit is not to exceed income 
tax on the income (computed in accordance with 
the Income Tax Acts) at the following rate : 

(a) The income tax payable for the year of 
assessment divided by the total income for 
that year, plus, where the total income 
of an individual exceeds £2,000— 

(b) The sur-tax payable for that year divided 
by the total income. 

If, however, the ements do not include credit 
against sur-tax (>) does not apply; if the credit is only 
against sur-tax (a) does not apply. 

The tax payable for the purposes of (a) and (b) is the 
amount before deducting any life assurance or double 
taxation relief, but after deducting any tax recoupable 
otherwise than under General Rule 20. The total income 
is likewise reduced by the amount of any income from 
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In this case the accounting iods of which all or part 
enters into the “basis periods”’ or the “ corresponding 
period ” comprise the 39 months to June 30, 1943, while the 
assessments which may be affected by the profits of those 
accounting periods are those for the four years 1941-42 to 
1944-45. Co uently the Board would propose an adjust- 
ment in the 1942-43 assessment of such an amount that the 


“assessments for 1941-42, 1942-43 (as revised), 1943-44 and 


rofits at the 


1944-45 would be exactly equal to four years’ 
to June 30, 


average rate of the actual profits for the 39 mon 


1943. This would lead to a reduction in the assessment for 
1942-43 of £738, computed as follows :— 
— for 39 months to June 30, 


£7,200 


Profits for 48 months at the same rate— 


“ £1,920 
2.880 
1:600 


Balance to be assessed for amie 
First assessment re 


Reduction ... 


1947 


which he is entitled to deduct tax, ie. the statutory 
total income and the tax thereon is to be taken. 

If the remittances basis applies, foreign tax appropriate 
thereto is added (ignoring in the case of a dividend tax 
not charged directly or by deduction). 

The total credit cannot exceed the income tax on 
statutory total income, i.e. a credit cannot be set against 
income tax recoupable from annual payments, etc. 
Computations of Income for Profits Tax 

In computing income for profits tax purposes no 
deduction is, of course, allowed for foreign tax for which 
a credit is claimable. 

If foreign tax not chargeable directly or by deduction 
in respect of a dividend received is to be taken into 
account in considering the credit allowable against U.K. 
taxes, the foreign tax in question is to be added to the 
dividend to find the true gross amount to be taken into 
U.K. income. Likewise, if any part of the foreign tax 
cannot be allowed as a credit inst U.K. taxes, that 
part is deductible from the dividend for the purpose of 
bringing it into income for profits tax purposes. (This 
means broadly that the net dividend is grossed by 
reference to the credit obtainable in the U.K.) 


Computations of Income for Income Tax Purposes. 
If income tax payable depends on the amount 
received in the U.K. (i.e., remittances basis), the amount 
received must be increased by the credit allowable 
income tax. 
In all other cases, in computing income— 
(a) no deduction is allowable for foreign tax, and 
(b) dividends received must be grossed as indicated 
above, but 
(c) there may be deducted (i) any amount of foreign 
tax that falls to be allowed as a credit against 
profits tax, and (ii) any foreign tax that cannot 
be allowed as a credit against any U.K. taxes. 
((6) and (c) do not apply in computing total income 
for the purpose of computing the rate for limiting the 
credit.) 
Dividends 
In the above, the tax ‘‘ not chargeable directly 
or by deduction ’’ to be considered in respect of a 
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Assessed 1944-45 ... i 
1943-44 ... pr 
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, dividend is the tax borne by the company paying the 
dividend so far as properly attributable to the profits 
represented by the dividend. 

If the dividend is paid for a specified period, the profits 
of that period must be considered ; if paid out of specified 
profits, those profits. Otherwise the dividend must be 
regarded as paid out of the profits of the last accounting 
—— ended before the dividend became payable. 

here the dividend exceeds the profits in question, the 
excess is deemed to be paid out of profits of the next 

ing period. 

A dividend paid to a company controlling (directly 
_ or indirectly) not less than half the voting power of the 
paying company will rank for credit, notwithstanding 
that the relief arrangements do not provide for indirect 
taxation to be taken into account. 

Any relief under Section 31, Finance Act, 1946 
(dividends from non-resident companies), reduces the 
amount of U.K. income tax regarded as paid on the 
dividend in question. There would otherwise be double 
relief. 

Miscellaneous 

A taxpayer can elect to have no credit if he so desires. 

Claims for credit are subject to the six years’ time 
limit. Appeals lie to the Special Commissioners. 

Where a parent company has required the profits of 
its subsidiary to be brought into its own for profits tax, 
and a credit is available against profits tax, any election 
not to take the credit of the subsidiary and any claim for 
allowance in respect of the subsidiary’s income, must be 
made jointly by both companies. They may likewise 
elect that the credit shall go firstly against income tax. 


Taxation Notes 


Diminution of Earned Income 

The relief under Section 11, Finance (No. 2) Act, 1939, 
continued until April 5, 1947 (Section 25, F.A., 1946). 
It is not re-enacted in the Finance Act, 1947, so that no 
claim can be made after April 6, 1948, and then only for 
1946-47 ; earlier years are now out of date. 


Maintenance Claims 

The repairs allowance under Schedule A has been 
re-enacted without time limit. Hitherto, each re- 
enactment has been for periods of five years. The 
Chancellor of the Exchequer has promised to consider 
the adequacy of the allowances before the next Finance 
Bill. In the meantime, maintenance claims must be 
watched, when arrears of repairs are done, to see that 
the maximum relief is obtained. Heavy repair bills, 
coming as they do into a five years’ average, give relief 
over a term of years, not in the year of claim ; this is a 
point that it is not always easy to get clients to appre- 
ciate. 
Post-war Credits 

Older income tax-payers should be reminded to get 
their forms to claim the balance of their credits. These 
are now available at post offices. 


Deduction of Tax at Source 


Certain annual payments and payments of a similar 
nature are exempt from the operation of the rules that 
tax must be deducted at source. The following are the 
chief examples : 

(a) naw y paid to building societies working under ‘the 

ial arrangement with the Revenue. 

a + een paid to a bank. : 

c) Interest paid to a discount house or member of the 


Stock Exchange. 
(d) Small maintenance payments “a Order of Court. 
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i Interest paid by rative societies on loan capital. 
Interest paid to local authorities in connection with 
house purchase; here the authorities made an 
arrangement with the Revenue. 

Certain annuities paid by the National Debt Com- 
missioners, Post Office Savings Bank, and by life 
assurance companies, friendly societies and trade 
unions which have come to an arrangement with the 
Revenue because the recipients have exempt incomes. 


Recent Tax Cases 


By W. B. COWCHER, 0.B.E., B.Litt., Barrister-at-Law 


Income Tax—lLoss Relief—Claim made under s. 34, 
I.T.A., 1918—Certificate of repayment given on agreed 
Sigures and repayment made—Claim to reopen on ground 
that certificate bad—Application for orders for certiorari 
and mandamus—Rules of Supreme Court, Order 59, 
Rule 4 (2). 

R. v. St. George, Hanover Square Commissioners (ex 
parte Hood-Barrs) (K.B.D., May 6, 1947, T.R. 201) 
was a case which might have led to the judicial settle- 
ment of a question which has, to the discredit of the 
Revenue, been one to which different bodies of Com- 
missioners—and, as here, even the same body of 
Commissioners—have been giving different answers for 
the last forty years, ever since “ earned income relief ” 
was instituted in 1907. And, throughout this period, 
all that has been necessary is that it should be enacted 
that “ applications’ such as those made under s. 34 
of the Income Tax Act of 1918 should be deemed appeals 
in respect of which a case can be demanded for the 
opinion of the High Court. The most important point 
—there was a smaller point in connection with restric- 
tion of life assurance relief—in the present case was that 
for the years 1938-9 and 1939-40 Mr. Hood-Barrs had 
claimed -relief in respect of loss under s. 34 and the 
amount of the loss had been regarded as provided out of 
earned income, with the result that he had had his 
earned income relief restricted, or, put in another way, 
he had apparently been repaid in respect of his loss, or 
part of it, not at the standard rate of tax, but at the 
earned income rate. For 1940-1, the Commissioners 
had reversed their previous attitude, and given relief 
at the standard rate. For the years 1938-9 and 1939-40, 
amounts calculated on the old basis had been 
with the Revenue upon behalf of Mr. Hood-Barrs and 
repaid ; and the settlements had been formally sanc- 
tioned by the Commissioners in 1941. 

Following the successful claim for 1940-1, and the 
refusal of the Commissioners to reconsider 1938-9 and 
1939-40, Mr. Hood-Barrs applied to the Divisional Court, 
King’s Bench Division, for an order in the nature of 
certiorari to quash the certificates for the two earlier 
years, and for a mandamus to order the General Com- 
missioners to hear and determine the application. It 
was argued that the certificates were bad on their face 
by reason of the earned income restriction. The Court 
unanimously dismissed the application. 

The Lord Chief Justice, Lord Goddard, rejected it 
upon the ground that the application ought to have been 
made under Order 59, Rule 4 (2) of Rules of the Supreme 
Court, within six months; and Mr. Hood-Barrs could 
not come after a lapse of six years and ask for certiorari. 

Atkinson, J., agreed, but dealt with the argument 
that the certificates for 1938-9 and 1939-40 were bad 
on the face of them. In the course of his judgment 
he said : 

“It may well be that this loss may exceed the 
theoretical profit on which he has paid tax, and in 
respect of which he has been allowed earned income 
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relief. But if he is now going to be taxed on the 
basis that he has made a loss, and not on the basis 
that he has made a profit, it would seem to follow 
that there has to be brought into account somewhere 
a return of the allowance in respect of the earned 
income relief,” 
and held that “ the effect of that relief which has been 
granted,”’ i.e., in respect of the loss, ‘‘ must be a matter 
for the General Commissioners to consider.”” As to the 
certificates being bad on their face (he was considering 
the question of life assurance relief), 

“Therefore, it would seem to me, when you 
consider the adjustment of this liability, it cannot 
necessarily be wrong—to be bad om the face of it, 
it must be something which is necessarily wrong—to 
make a further deduction or set-off of some 
which is unquestionably due from the taxpayer.” 

It is a curious thing that this vexed question may get 
to the Courts in connection with the di e of tax 
under the “‘ P.A.Y.E.”’ Acts (Para. 3 of Second Schedule, 
I.T. (Employments) Act, 1943). It only wants some 
taxpayer affected by the restriction who has no objec- 
tion to the disclosure of his private affairs. As it is, 
the judgment of Atkinson, J., is, as far as it goes, in 
support of the Revenue view ; but it is not a decision 
binding on Commissioners. 


N.D.C.—Underwriting agent—Remuneration by way of 
commission under agreements for employment as under- 
writer's agent at Lloyd’s—Profits of year’s underwriting not 
computed until two years later and commission then 
calculated thereon—When, on income tax principles, should 
commission be deemed to be earned ? 


Gardner, Mountain and D’Ambrumenil, Lid. v. C.I.R. 
(House of Lords, April 1, 1947, T.R. 149), was last noted 
in our issue of July, 1946. The House of Lords has 
unanimously affirmed the decision of the Court of Appeal 
which had reversed a decision of Macnaghten, J., who 
had approved a decision of the Special Commissioners 
in favour of the company. 

The problem can be briefly stated in the words of 
Lord Simon : 

“The appellant company does not e all its 
duties in reference to a given transaction of insurance 
by merely underwriting the risk and receiving the 
premium. It has to follow the transaction through to 
the end ... which . . . may occupy the attention of the 
agent for as much as two years after the year in which 
the risk was underwritten. 

“ The difficult question remains: for what service is 
this commission paid? If we assume. . . five successive 

. is the commission which is calculated and paid 
at the end of year 5 paid as remuneration for the agent’s 
services in underwriting risks in the year 3 together with 
his services in looking after the outcome of those risks 
in the years 3, 4 and 5 (as the appellant contends), or is 
it paid for the total services of the agent in year 3 which 
consists of underwriting in that year and looking after 
the outcome of risks already underwritten in years 1 and 
2 (as the respondents contend). If the former is the 
correct view, the services . . . will not be completely 
performed in the year 3, and, as the Crown is not suggesting 
any apportionment, the appellant company will succeed 
in this appeal.” 

He held that, on the basis of the agreements, the better 
view was that the commission, though ascertained by 
reference to profits from underwriting in 1938-39 and 
paid two years later was remuneration for the year 
1938-39. He rested his opinion mainly upon old 
Excess Profits Duty cases. 

“ The principle is to refer back to the year in which it 
was earned, so far as possible, remuneration subsequently 
received, even though it can only be precisely calculated 


October, 1947 


Lord Wright's judgment is also worth quoting from: _ 
“ It is on the provisions of the contract that it must be 
decided, as a question of construction and therefore of 
law, when the commission was earned.” 

By this test, he held, with the Court of Appeal, that 
the right to commission was a vested right which 
accrued when the risk was underwritten. In cases of 
contracts where remuneration of the underwriting agent 
was paid solely by commission, “ the commission must 
be taken to include a payment for the subsequent 
activities which the agent has to orm.” 

Lord Porter’s judgment is the longest of all, but 
limited space precludes quotation. Both he and Lords 
Simonds and Normand: criticised the majority judgments 
in Dailnaine-Talisher Distilleries, Lid. v. C.I.R. (1930, 
9 A.T.C. 339, 15 T.C. 613); and, although that case 
was not expressly over-ruled, the conclusion would seem 
to be that, whilst the result may have been correct, it 
was arrived at by reasoning which did not commend 
itself. 

The decision disposes of a question which has been 
a live issue for probably the best part of a century. 
One point, however, has to be noted. For common- 
sense, practical reasons, neither party wanted any 
apportionment; and, as a consequence, the case is not 
an authority upon this aspect of the position. 


E.P.T.—Avoidance or reduction of liability—Direction by 
C.I.R. under Section 35 of F.A., 1941—Procedure on 
appeal—Whether the onus lies upon C.I.R. to justify a 
direction or whether upon the appellants to establish a 
prima case in support of their appeal. 

Dixon & Gaunt, Lid. and James Hare, Lid. v. C.I.R. 
(K.B.D., April 1, 1947, T.R. 183), raised, as the judge 
observed, an interesting question of procedure. As a 
matter of fact, it was not only interesting but important. 
Appellants were two companies, the first being a 
subsidiary of the second, for purposes of E.P.T. until 
August 30, 1940, when 7,000 of its shares were trans- 
ferred by the second company to someone else. The 
C.I.R. had issued a notice that they were of opinion 
that avoidance or reduction of liability to E.P.T. was, 
under Section 33 (3) of F.A., 1944, the main or one of 
the main of the transaction, and therefore 
directed under Section 35 of F.A., 1941, that the liability 
to E.P.T. should continue to be computed as if the 7,000 
transfer had not taken place. 

Notice of appeal was given upon the usual three 
grounds: and, on the case coming before the Special 
Commissioners, counsel for the appellants submitted 
that the onus of justifying the direction made lay with 
the C.I.R., and that it was for their representative to 
open and establish the facts. For the Revenue, it was 
claimed that it was for the appellants to open their ~ 
case and call evidence in support of their appeal. Both 
sides refused to call evidence; and the Special Com- 
missioners thereupon decided in favour of the Crown, 
holding that it was for the appellants to open and 
establish on the evidence a primd facie case. Putting 
the matter briefly, they found that for Excess Profits 
Tax the Income Tax rule contained in Section 137 (4), 
I.T.A., 1918, applied and that every assessment was to 
stand unless displaced by the appellant’s evidence. 
Atkinson, J., in a judgment which will repay careful 
reading, reversed their decision and, after a long dis- 
cussion in which appellants’ counsel claimed that the 
direction should be discharged and the Revenue given 
no second chance upon the same direction, remitted the 
case to the Special Commissioners. 

He reviewed the appeal provisions regarding E.P.T., 
and found them similar as regards “ directions ” to 
those regarding “ directions ” under Section 21 of F.A., 
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1922. The legislation in both matters was penal ; 
and he vested his decision mainly upon the House of 
Lords’ judgments in Thomas Fattorini (Lancashire), 
Lid. v. C.I.R. (1942, A.C. 643, 24 T.C. 328), where it 
was held that, to use words of Lord Atkin, 

“ The Section is highly penal and I feel no doubt that 
the onus is originally and remains on the Revenue to 
show that the company acted unreasonably in with- 
holding part of its income from distribution.” 


Some of Mr. Justice Atkinson’s remarks did not lack 


“The C.I.R. ought not to make those charges unless 
they have formed an honest opinion that they are 
justified. That means that they must have certain facts 
in their possession upon which they have formed their 
view . . . it is not intended that they should be able to 
say to themselves: ‘ Well, let us draw a bow at a 
venture and allege that such and such a transaction 
is intended to evade taxation and then we will and 
justify it by cross-examination.’ That is not the inten- 
tion of these sections.” / 

“* Where are the facts stated in this case which entitled 
the Special Commissioners to say that the direction was 
well-founded ? They knew no more about the case than 
the usher in this Court. . . . Then they proceed to say 
the direction is a good one.” 

The decision is one of serious consequence to the 
Revenue ; and, as it is the first case in which the tax- 
payer has been able “to put the Department in to 
bat,” will, no doubt, be disputed in a higher Court. 
In the meantime, the Special Commissioners have no 
option but to follow it. 


E.P.T.—Capital—Surplus cash retained to enable depleted 
timber stocks to be replaced—Timber Control and restriction 
of supplies—Whether cash reserve capital employed—F. 
(No. 2) Act, 1937, Schedule VII, Part II, para. 3. 


In Acme Flooring & Paving Co. (1904), Lid. v. C.I.R. 
(K.B.D., May 14, 1947, T.R. 217), the question of 
surplus cash as capital employed was again before the 
Court. Appellants’ business required large stocks of 
timber which normally took three years to become 
seasoned. At the outbreak of war the stocks were worth 
about £150,000, but at January 31, 1942, the stock in 
hand represented only £10,000 at pre-war prices, and 
the company estimated that it would have to spend 
£300,000 to replace stocks at the pre-war level. In the 
standard years, the minimum cash balance on deposit 
at the bank averaged £86,000, and the difference between 
this figure and the minimum balance in each of the years 
1939-40, 1940-1, and 1941-2, had been disallowed and 
the disallowances confirmed on appeal by the Special 
Commissioners, who had held that there was no prospect 
of replacing stocks during the relevant accounting 
periods, or within a reasonable time after, and that the 
company had ample reserves to meet other contingencies. 
Atkinson, J., affirmed their decision, following his own 
judgment in Thomas Roberts (Westminster), Lid. v. 
C.I.R.—noted in our issue of November, 1946—and 
holding that the Special Commissioners had not gone 
wrong in law, and their decision was one of fact. There 
is, however, one passage in the judgment which is some- 
what difficult in that he draws a distinction between 
the words “use” and ‘“‘employ.” Speaking of the 
surplus cash in question: 


“ That is not the same thing as saying it was not . 


used in the business. Obviously it was not used, 
but still that is not the test. It may be employed 
in the business, even if in fact it is not being used, 
if there is a possibility or a probability of it being 
used. But once they find that there is no prospect, 
in other words, no possibility, of the money being 
used during the periods in question, to my mind it 
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follows that it cannot be said to be money employed 
in or required by the business.” 
It would seem to be better to avoid a duplication of 
terms and to stick to the one in the Act. 


E.P.T.—Avoidance or reduction of liability—Main 
benefit—Company with large standard profits, heavy 
overhead expenses, and low profits in war years—Acquisi- 
tion of 90 per cent. of shares of company in converse 
position—Avoidance of tax enabling overhead expenses of 
re erie 4 to be met—F.A., 1941, s. 35—F.A., 1944, 
s. 33. 


C.I.R. v. David Allen & Sons (Billposting), Lid., G. A. 
Woolley, Lid., Torbay Trawlers, Lid. (K.B.D., May 14, 
1947, T.R. 213) was a case where a bill-posting company 
doing a very large trade before the war had a very high 
standard of profits. Its overhead expenses Were said 
to be £100,000 per annum, and with the curtailment of 
business owing to the war, it could not meet these 
expenses. Torbay Trawlers, Ltd., was a company in 
the reverse position, a small standard of about £1,600 
a year, and profits which for the year ending in Decem- 
ber, 1941, involved duty of over £40,000, and prospects 
of continuance owing to the demand for fish. So in 
December, 1941, Allens bought 90 per cent. of the 
Torbay company’s shares and, on appeal, the Special 
Commissioners had held that the “‘ main benefit ’’ was 
to enable Allens to maintain their business and solvency. 
Atkinson, J., reversed their decision, holding that ‘‘ the 
main benefit arising from the transaction—indeed, the 
only benefit—was the getting rid of the liability to tax,’’ 
British Pacific Trust, Lid., B. M. & J. Strauss, Lid., v. 
C.I.R.—noted in our issues of December, 1946, and 
June, 1947—being precisely in point. 

It seems to the present writer to be logically quite 
possible for the “‘ main benefit ’’ to be different from the 
cause of that benefit. Thus, if a man is in gaol until 
a heavy fine is paid, and a transaction is entered into 
which produces by tax avoidance the necessary sum, 
it would seem to be tenable that the “ main benefit ”’ 
is the release from gaol and not the tax avoidance by 
which it was made possible. 


Schedule D—Deduction—Leasehold business premises 
destroyed by earthquake—Liabilities under lease—Surren- 
der of lease for cash considevation—I.T.A., 1918, Cases I 
and II of Schedule D, Rule 3 (f). 


West African Drug Company, Lid. v. Lilley (K.B.D., 
May 15, 1947, T.R..221) was a case which arose out of 
an earthquake which destroyed a retail store and bunga- 
low in West Africa. Appellants held the premises on 
years’ repairing lease with the usual covenants as 
to yielding up the premises in good condition at the 
end, damage by fire excepted, and found themselves 
faced with heavy claims by the lessor for continuance 
of rent and the obligation to rebuild. Eventually the 
lessor accepted a surrender for £3,000 reduced by £377 
rent paid during negotiations. The rent item had been 
allowed, but the balance of £2,753 (including £130 
costs) had been disallowed as capital expenditure, and 
the Special Commissioners had held that it was of a 
capital nature in that it was a sum paid for the purpose 
of getting rid of a permanent disadvantage or onerous 
liability. Atkinson, J., affirmed their decision, holding 
the case to be covered by Mallett v. Staveley Coal & Iron 
Co., Ltd. ((1928), 7 A.T.C. 139, 13 T.C. 772). 


Income Tax—Payment of interest less tax on money bor- 
vowed by corporrtion for repair of county roads—Re- 
imbursement by county council to corporation of sum equal 
to gross interest—Whether corporation entitled to retain 
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tax deducted by it from interest paid—I.T.A., 1918, 
General Rule 21—Local Govrenmeni Act, 1929, Sections 
32, 117 (3)—Local Government Act, 1933, Section 185. 


The problem in Scarborough Corporation v. C.I.R. 
(K.B.D., May 21, 1947, T.R. 225) is set out in the head- 
ing. The Commissioners had found in favour of the 
Revenue, and Atkinson, J., held that the case was 
covered by Corporation of Birmingham v. C.I.R. (1930, 
9 A.T.C. 55, 15 T.C. 174). Referring to Lord Sumner’s 
judgment, he said : 

“In other words, he took the view that, if you 
are going to be recouped on the basis of being paid 
the full amount, you cannot be heard to say you 
have not paid the charges out of that fund, and 
claim to have paid them out of a fund which had 
been taxed.” 

This passage explains the case and why the Corpor- 
ation of Scarborough failed. 


Sur-tax—Deduction of covenanted sum—Not expressed to 
be a net sum after deduction of tax, although net sum, on 
average, actually paid—Whether deed of covenant can be 
rectified. 

The case of Van der Linde v. Van der Linde (Ch. Div., 
February 20, 1947, T.R. 207) had some curious features. 
Plaintiff had for some time been making voluntary 
payments to his two sisters and another lady, and, at 
the suggestion of his accountant, who had given him a 
blank form of covenant, had instructed his solicitor, 
who was given the form as a guide, to draw up the deeds 
necessary to enable plaintiff to get relief from sur-tax 
in respect of his payments. These payments were 
irregular ; but in the case of the sister whose case was 
before the Court, the figure the settlor had in mind at 
the material date was {400 per annum. Unfortunately, 
although this was intended to be the net payment, the 
covenant was made out for a gross sum of £400 ; and so 
the settlor’s sur-tax relief was this amount instead of 
£800 per annum. He applied to the Court for the deed 
to be rectified ; but a sympathetic judge, Evershed, J., 
as he then was, found himself unable to grant it. He 
pointed out that the beneficiary, although represented 
by counsel, had taken an entirely negative attitude 
throughout the case, and “I assume that in point of 
fact the defendant ’”—the beneficiary—‘ never knew of 
the existence of the covenant.”” (A deed once executed 
is binding despite the absence of publication.) He did 
not accept in its entirety the arguments of the Solicitor- 
General that there was no jurisdiction in equity to rectify 
a voluntary covenant, but here it was not a case where 
plaintiff was made to suffer and some other person 
received an advantage so that there was unfairness. 
He held that the plaintiff had failed in the preliminary 
point that he intended to effect by the deed a covenant 
to pay such a sum as after deduction of income-tax 
would leave £400 a year to his sister. 


Shorter Notices 


Sur-tax—Undistributed income of companies registered 
abroad—Shares in Canadian company assigned tn trust 
with another Canadian company as trustee—Whether a 
“* settlement ’’—Subsidiary companies all registered abroad 
—Income arising under settlement—Whether it includes 
income of subsidiary Canadian companies—F.A., 1922, 
Section 21—F.A., 1927, Section 32—F.A., 1936, Section 19 
—F.A., 1938, Sections 38 (3), 41 (4) (a@)—F.A., 1939, 
Section 13 (3). 

Scott-Ellis v. C.I.R. (K.B.D., March 27 and April 1, 
1947, T.R. 177), revealed what would seem to be a flaw 
in the elaborate network of sections. The Special Com- 
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missioners had held that there was a settlement of 
the shares referred to in the heading, but that the 
settlement income only comprised the income of the 
second company and that neither by Section 13 (3) of 
F.A., 1938, nor by any other enactment could the 
undistributed income of the other five subsidiary 
Canadian companies be included. Atkinson, J., upheld 
their decisions on both points. The case will, no doubt, 
go further. It has only a special interest and does not 
lend itself to a brief summary. 


Income-tax—Annual payments—Separation agreement— 
Arvrears—Earlier payments made without deduction of tax 
—Whether in computing net sum payable in respect of 
arrears tax deductible from previous payments can be 
deducted—I.T.A., 1918, General Rule 19. 

Hemsworth v. Hemsworth (K.B.D., January 25, 1946 
(1947), T.R. 193) and Johnson v. Johnson (Probate, 
Divorce and Admiralty Division, February 26, 1946 
(1947), T.R. 195) were two very similar cases which 
were held to be governed by Taylor v. Taylor (1938, 
1 K.B. 320, 164, T.C. 46). There, the Court of Appeal 
had held that where a person had failed to deduct tax 
from earlier payments he could not recoup himself for 
his failure by increased deductions from later ones. 
The arrears in that case amounted to £156 10s. and the 
Court’s decision was in the words of Greer, L.]J., 

“We have come to the conclusion that the defendant 
was entitled at the date of the writ to deduct from the 
£156 10s. then remaining due from him under the 
agreement the amount of the income tax on that sum.” 


In Hemsworth v. Hemsworth, Denning, J., held that 
the debtor must notify the creditor of what he has done 
as .regards deduction of tax and that, failing such 
notification, the payment must be regarded as one 
without deduction. 


The Professional Classes Aid Council 


The 1946-47 report of the Professional Classes Aid 
Council covers a period of eleven months, as the financial 
year-end has been changed to March 31. The past year 
has been an anxious one, despite the success of the appeal 
broadcast by Lord Moran, the response to which 
amounted to £5,430. Of this sum £3,000 has been 
allocated for expenditure in the three years 1947 to 
1950, and the balance will be used in the current year. 

The Council includes representatives of most of the 
professional institutions, and works in close co-operation 
with their benevolent funds. 

Expenditure on relief during the eleven months was 
£10,350, compared with £9,551 in the previous twelve 
months. The number of new applicants accepted for 
aid was nearly double that of 1945-46. 

The main endeavour of the Council is to set pro- 
fessional men and women on their feet, particularly by 
helping with the education and training of young 
people, and in cases of illness and convalescence. There 
is also an annual grant fund derived from gifts and 
bequests for providing pensions for the elderly and 
infirm. The report contains a number of quotations 
from letters appreciative of the sympathetic consider- 
ation and the speed with which help has been given. 


Royal Institution of Chartered Surveyors 


Fellows and Associates of the Royal Institution of 
Chartered Surveyors will henceforth use the initials F.R.I.C.S. 
and A.R.I.C.S. instead rd F.S.I. and P.A.S.I., which have 
been in continuous use for the past sixty-six years. Each 
class of professional member will continue to use the 
designation “‘ Chartered Surveyor.” 
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Crisis Reactions 

A month ago, it was suggested here that some difficult 
weather lay ahead of the ordinary share market. At 
that time (August 22) the Financial Times industrial 
ordinary share index had fallen to a low level for the 
year of 113.8. By September 3, however, the index had 
slumped to 104.2. Yet on September 19 it had recovered 
to the remarkable level, in the circumstances, of 115.5. 
These movements might suggest that the market is 
unable to make up its mind whether to treat the crisis 
as a harbinger of deflation or inflation. Its first reaction 
was clearly based on the supposition that an effective 
marshalling of résources for the export drive would 
produce hardship for companies and workers serving 
less essential home needs. Its second reaction seems to 
have revived somewhat the rather dubious notion that 
the further curtailment of supplies for the home market 
(unaccompanied as yet by any steps to cut down the 
pressure of demand) would provide a bullish inflationary 
pointer. It is doubtful if either of these notions gives 
sufficient weight to the present “ thinness ” of markets 
—to the fact, that is, that on bad days it is impossible 
to sell, and on good days almost equally impossible to 
buy. The result is that short-term movements in prices 
are now far more feverish than formerly, and these 
spasmodic movements mask the true intermediate trend. 
In the recovery, attention has been concentrated on the 
main candidates in the export drive, like textiles, ship- 
building, and engineering issues. But, as if to show 
limited logic, some of the shares tied to the home 
market, like stores and breweries, have also participated 
quite usefully in the rally. Gilt-edged have reacted 
slightly during the past month ; in particular, the sale 
of £20 million of gold from the sterling area reserves 
has been followed by an upward adjustment of the 
yields on the “ longs ” to a precise 3 per cent. 


Gold and Dollars 


A month after the event, it is beginning to be possible 
to put the end of convertibility of sterling into dolars 
into some perspective. That decision, announced as 
“temporary,” shows a number of signs of becoming 
permanent, at least for the foreseeable future. The 
preceding note shows that it has become necessary to 
start mobilising the “last ditch’”’ gold reserves, esti- 
mated to be about £600 million at the beginning of 
August. There are somewhat brighter hopes that 
Britain will eventually get the $400 million of the 
American Loan which was unexpired when convert- 
ibility was suspended—though that depends largely 
upon convincing the American authorities that the 
suspension of convertibility is indeed temporary. These 
matters have doubtless been under discussion during 
the meetings of the governors of the International 
Monetary Fund and of the International Bank in 
London last month. The I.M.F. meetings, in particular, 
witnessed the arranging of the purchase by Britain of 
$60 million from the Fund. Some time before the meeting 
it had been stated on authority that recourse to the 
Fund was too expensive, and that its facilities were not 
available to Britain owing to the rigid character of its 
charter. These difficulties have disappeared overnight. 
As to the first, the charge is no more than } of 1 per 
cent., and Britain can acquire dollars at this small 
service fee to an amount of over $200 million in total. As 
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The Month in the City 


to the second, the fact that the Fund has sanctioned the 
dollar purchase pre-supposes that the governors think 
that Britain’s balance of payments problem is a matter 


_ of “ temporary disequilibrium.” 


Export Targets 

The Chancellor has described these steps as danger 
signals, and. has anticipated further sales of gold and 
purchases of dollars from the I.M.F. An approach to 
the Fund had been delayed “ until the Government had 
exposed to publication their plans for closing in a 
reasonable time the gap in our balance of payments by 
increased exports and reduction of imports.” The 
arithmetic of the balance is simple indeed. The gap to 
be bridged is £600 million for the coming year. Import 
programmes have been cut by £228 million ; additional 
exports of £372 million, or £31 million a month, are to 
make up the deficit. There are more than 153 items in 
the schedule of targets which Sir Stafford Cripps an- 
nounced in the middle of last month, and some of them 
particularise the monthly target rates of exports by 
the middle and end of next year to the nearest £5,000. 
Out of this remarkable detail, built up with meticulous 
arithmetic, the required total of exports emerges pat. 
It is a statement rather than a plan. It is clear that any 
attempt to procure the achievement of the targets in 
all their detail would involve the control. of priorities 
for labour and materials on a scale which would invite 
administrative breakdown in a week. Even the present 
controls are being eroded by the persistence of an 
inflated home demand—as witness Sir Stafford’s candid 
admissions about the “ inflation ’’ of the paper permits 
for steel allocations. There remains, finally, the task of 
selling the targets to foreign buyers, as well as to home 
producers. 


Stags in Sheep’s Clothing 

A notice from the Stock Exchange Council threatens 
disciplinary procedure against any member of. the 
** House ” who in future makes applications for shares 
in fictitious names. During the new issue boom in the 
first half of this year, the practice of submitting a large 
number of separate applications for shares was greatly 
developed, with the result, as the Stock Exchange 


Council point out, that members “ have found them- 


selves compelled to put in circulation cheques endorsed 
and documents signed in these fictitious names and to 
make declarations on transfers in respect of non- 
existent persons.” In one respect, the announcement 
is a little belated, for the setback in markets has brought 
to an abrupt end the flow of new issues of recent months. 
Where a 10 per cent. earnings yield would have been 
required on an industrial prospectus in June, some- 
thing nearer 20 per cent. would be expected now. But 
the Council’s action is none the less welcome. A contract 
can only subsist between real persons, not figments. 
So the stag in future must wear his own horns—if he is 
a member of the Stock Exchange. If his grazing ground 
is beyond Throgmorton Street, he is still free to indulge 
in protean interludes—whenever the market is right. 
The Cohen Committee contemplated the stag, and found 
him unlikeable. Perhaps the Council’s new ruling may 
have a broadly deterrent effect on one of his recent bad 
habits. 
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— Legal Notes 


COMPANY LAW 
Rights of retiring directors. 


In Grundt v. Great Boulder Mines, Lid. (1947, 2 All 
E.R. 439), the company’s articles provided that the 


‘business of an ordinary meeting should include the 


election of directors in place of those retiring by rotation ; 
that unless the company in general meeting determined 
otherwise, the directors should be not less than three 
and not more than five; that at the ordinary meeting 


_ in each year, one-third of the directors should retire 


from office and be eligible for re-election ; and that, at 
any general meeting at which any directors retired, 
the company might fill the vacated offices. Article 102 
provided: “‘If at any general meeting at which an 
election of directors ought to take place, the place of 
any director retiring by rotation is not filled, he shall, 
if willing, continue in office until the ordinary meeting 
in the next year, and so on from year to year until his 
place is filled, unless it shall be determined at any such 
meeting to reduce the number of directors in office.”’ 


, At the annual general meeting held on July 9, 1947, 


G. retired by rotation from the board of directors, and 
though he offered himself for re-election, the resolution 
for his re-election was defeated on a show of hands. 
After his retirement, there remained four’ directors. 
G. contended that under Article 102 he continued in 
office until the 1948 ordinary meeting, and so on from 
year to year until his place was filled, unless it should 
be determined at any meeting to reduce the number of 
directors. Wynn-Parry, J., held that, on the true 
construction of the company’s articles, the occasion on 
which an election of directors “‘ ought to take place ”’ 
within the meaning of article 102, was when the number 
of directors was reduced to less than three. At the 
general meeting on July 9, 1947, the position was not 
that “‘an election of directors ought to take place.” 
Therefore, article 102 had no application, and G. did not 
continue in office as a director. 


Companies Act, 1929, Sections 247 and 261—Winding-up 


Rules—Contingent claims—Duty of liquidator. 

In Re Armstrong Whitworth Securities Co., Ltd. (1947, 
2 All E.R. 479) the company, which went into voluntary 
liquidation in September, 1943, was then purely an 
investment company. It had previously employed a 
large number of workmen, and acted as its own insurer 
as regards workmen’s compensation. Its filed records 
showed over 16,000 cases of accidents which had occurred 
between 1918 and 1933, all possible subjects of further 
claims. In 1938, insurance cover was effected for 141 
cases, where compensation was being paid or there was 
a probability of a recurrence of the injury which would 
give a right to future compensation. In September, 
1943, under the Companies (Winding-Up) Rules, 1929, 
Rule 104 (2), the liquidator caused an advertisement for 
creditors to be inserted in various newspapers, calling 
on creditors to send him particulars of their debts or 
claims on or before November 1, 1943. Otherwise he 
took no steps to ascertain the company’s position as 
regards liability in respect of the recorded cases of acci- 
dents to former workmen not covered by insurance. 
In 1944 and 1945, the ‘““B” shareholders were paid a 
return on their shares out of the assumed surplus 
available for distribution, and on October 15, 1945, a 
first and final return of capital was declared on the 
“A” shares, but owing to difficulties, only a certain 
number of the “ A” shareholders had been paid up to 
date. Claimants for compensation who had sustained 
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injuries prior to 1933-and whose claims were not covered 
by insurance, had meanwhile submitted claims. None 
of them had seen the advertisement. The question arose 
whether these claims (if otherwise maintainable) had 
been defeated by reason of the declared distribution 
of the assumed surplus, and the fact that some share- 
holders had already been paid. 

Jenkins, J., held : (1) Although none of the claimants 
might be able to establish any actual accrued liability 
of the company at the commencement of the winding-up, 
each had grounds for asserting a contingent claim against 
the company for which (under Sections 247 and 261 of 
the Companies Act, 1929) he was entitled to have pro- 
vision made out of assets before any distribution among 
shareholders ; (2) the liquidator’s duty was to take all 
possible steps on the information available, to ascertain 
whether any of the former workmen who might have 
contingent claims under the Workmen’s Compensation 
Acts made any such claims ; the provision in the Wind- 
ing-up Rules as to advertisement did not absolve him 
from communicating individually with such persons. 
The provision in the rules requiring the liquidator to 
give notice at the last known address to all who claimed 
to be creditors, did not limit his duty of personal com- 
munication to cases where he actually knew that the 
person concerned claimed to be a creditor, but included 
cases where he knew that the person might claim to be 
a creditor and, by writing to that person, he could 
ascertain whether or not he did so claim ; (3) as share- 
holders were not entitled to anything until all debts 
had been paid, the rights of claimants had not been 
defeated by the fact that there had been a declared 
distribution of the assumed surplus. The partial distri- 
bution among shareholders before the workmen’s claims 
had been put in did not defeat those claims as regards 
assets remaining undistributed at the time the claims 
were received, although, by reason of the admission of 
the claims, some of the shareholders would have been 
overpaid at the expense of others. 


EXECUTORSHIP LAW AND TRUSTS 


Judicial Trustee Act, 1896—Duties of Auditor. 


In Re Ridsdel (1947, W.N. 211) probate of R.’s will 
was granted in 1939. By an order of August, 1940, the 
W. Bank was appointed judicial trustee in place of all 
the trustees appointed by the will. The estate included 
a yacht requisitioned in 1939 by the Ministry of War 
Transport, who agreed to pay {£74 10s. a month as hire. 
In 1945 the bank agreed to sell the yacht for £11,250. 
The purchaser was to take possession of the yacht with 
the benefit of the Ministry’s charter. No date was fixed 
for completion. Owing to registration difficulties, the 
bank could not complete until October, 1946. The 
purchaser threatened to rescind the contract or to claim 
against the estate for loss of profit. The bank by way of 
compromise paid the purchaser {223 10s., representing 
three months’ hire. The bank purported to act under 
Section 15 (f) of the Trustee Act, 1925. On the audit 
of the bank’s accounts under the provisions of the . 
Judicial Trustee Act, 1896, and Rule 14 of the Judicial 
Trustee Rules, 1897, the court examiner taking the 
audit disallowed the sum of £223 10s. on the ground 
that a judicial trustee was not entitled to exercise 
the power of compromise conferred by Section 15 (f) 
of the 1925 Act. It is provided by Rule 12 (1) of the 
Judicial Trustee Rules, 1896, that a judicial trustee 
may at any time request the court to give him directions 
as to the trust or its administration. A summons was 
taken out by the bank for an order that the sum of 
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£223 10s. contained in the accounts disallowed by the 
court examiner be allowed as a proper disbursement 
and also for directions generally. ' 
Jenkins, J., said he would decline to hold that this 
payment was on the face of it improper as a compromise 
payment. The possibility of the bank’s liability in 
negligence for failing to see that the vessel was registered 
in their name did not affect a payment made in com- 
mise of a claim. He proposed to apply what Lord 
ussell of Killowen, C.J., said in Thomas v. Devonport 
Corporation (1900, 1 Q.B. 16, at page 20), as to the 
duties of an auditor, to the audit of a judicial trustee’s 
accounts. The court’s officer conducting the audit was 
not confined to the mere mechanical business of vouching 
the accounts. If he found a payment which on the face 
of it was improper, it was his duty to disallow that 
payment. But where there was a payment in com- 
promise of a claim, the auditor would be exceeding his 
function by disallowing it. If it appeared to the auditor 
that the propriety of the compromise was open to doubt, 
or that the necessity for compromise arose from some 
antecedent negligence of the trustee, his proper course 
was to leave the payment in the account with an 
appropriate note calling attention to the surrounding 
circumstances. It was suggested that the provision in 
Rule 12, to the effect that a judicial trustee might ask 
the court for directions, by implication deprived the 
trustee of the power of compromise under Section 15 (f) 
of the Trustee Act, 1925. But that was not the effect 
of the rule. The object of the Judicial Trustee Act, 


- 1896, was to provide a middle course where-the admin- 


istration of the estate by the ordinary trustees had 
broken down, and it was not desired to put the estate 
to the expense of a full administration. It was not 
intended to prohibit a judicial trustee from exercising 
any discretion without first obtaining the leave of the 
court. The sum of £223 10s. ought not, therefore, to be 


‘ disallowed on audit. 


INSOLVENCY 
Bankrupicy Act, 1914, Section 26 (2)—Discharge—Two 
years’ suspension—Condition for payment of instalments 
after discharge. 
In Re Tabrisky (1947, 2 All E.R. 182), the Board of 
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to the discharge of two bankrupts. The point raised 
was whether the registrar had jurisdiction to make the 
order. The bankrupts were adjudged bankrupt in 
June, 1930. They had committed in their business 
certain acts within Section 26 (3). Section 26 (2) 
provides that, on the hearing of an application for 
discharge, the Court shall consider a report of the official 
receiver as to the bankrupt’s conduct and affairs, and 
may either grant or refuse an absolute order of discharge, 
or suspend the operation of the order for a specified 
time, or grant an order of discharge subject to any 
conditions with respect to earnings or income which 
may afterwards become due to the bankrupt, or with 
respect to his after-acquired property. The powers of 
suspension and of attaching conditions may be exercised 
concurrently. On the bankrupt’s application for dis- 
charge, certain of the facts specified in Section 26 (3) 
were proved. The registrar ordered that the discharge 
be suspended for two years, and attached a condition 
that the bankrupt would have to continue the payment 
of instalments to the official receiver for two or three 
years after his discharge became effective. It was 
argued that it was not competent for the registrar to 
impose such a condition, and that no conditions could 
be attached to an order for discharge except one re- 
quiring the bankrupt to consent to judgment for the 
balance of the debts not satisfied at the time of discharge. 

The Court of Appeal held that the proviso to 
Section 26 (2) did not destroy the general power to 
attach conditions given by the body of the sub-section. 
On proof of the facts mentioned in Section 26 (3), the 
Court must follow one of three courses: (1) It may 
refuse the discharge ; (2) it may suspend it for a period ; 
(3) it may suspend it until a dividend of at least 10s. 
is paid ; (4) it may require, as a condition of discharge, 
consent to judgment. The obligations are not cumu- 
lative, they are alternative. But there was nothing to 
prevent the Court also imposing a condition under the 
main part of the sub-section. Therefore, the condition 
as to payment of instalments, imposed by the registrar, 
was valid. 


Society of Incorporated Accountants 


DISTRICT SOCIETIES 


LONDON AND DISTRICT AND LONDON 
STUDENTS’ SOCIETIES 


Joint Programme of Lectures, Autumn 1947 


1947 

Oct.. 6 ‘“‘ Mock Creditors’ Meeting in Voluntary Liqui- 

dation,” by Mr. A. V. Hussey, Incorporated 
Accountant. - 

, 13 **‘ The Finance Act, 1947 (excluding Profits Tax) ”’ 

by Mr. H. A. R. J. Wilson, F.C.A., Incor- 


rated Accountant. Chairman: Mr. C. V. 


t. 

,» 20 ‘The Finance Act, 1947, Profits Tax,’’ by Mr. 
H. A. R. J. Wilson, F.C.A., Incorporated 
Accountant. Chairman: Mr. W. R. McBrien. 
,, 27 *‘ Government Price Control,’’ by Mr. C. V. Best, 
Incorporated Accountant, and Mr. H. Basil 
Sheasby, F.C.A., Incorporated Accountant. 

Chairman: Mr. T. H. Nicholson. 
Nov. 3 “Interpretation of the City Editor’s Page,” by 
; ’ Mr. Francis Whitmore, 4 Editor of the Daily 
Telegraph. Chairman : . Eric Green, of the 
Sunday Times. 


Nov. 17 *‘‘ The Technique of Introducing New Issues to the 
Stock Exchange,” by Mr. J. B. Braithwaite 
(Joint Chairman of the New Issues Com- 
mittee of the Stock Exchange). Chairman : 
Mr. Edward Baldry. 
» 27 “Principles of Costing,’””’ by Mr. W. W. 
F.C.A., Incorporated Accountant. i 
Mr. S. T. Morris. 
1 * Use of Accounts for Management,’’ by Mr. R. E. 
Yeabsley, F.C.A., Incorporated Accountant. 
’ ‘Chairman: Mr. A. Thomas Keens. 
- 8 Debate with Members of the Chartered Accountants’ 
Students’ Society of London. Chairman: 
Mr. Collin Brooks (Editor of Truth). 
* Arranged by the London and District Society. 


All lectures will be held in the Hall of the Auctioneers and 
Estate Agents’ Institute, 29, Lincoln’s Inn Fields, W.C.2, 


Bigg. 
Dec. 


_ and will commence promptly at 6 p.m. 


Arrangements have been made for further series of lectures 
on public speaking to be given by Mr. Arthur Duxbury to the 
London District and Student Society members. Details are 
being issued to all members. 

Members of the London District and of the Student Society 
are invited to attend all or any of the meetings arranged. 
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DEVON AND CORNWALL 
Programme, 1947-48 


Oct. 17 “ Auditing,” by Mr. K. E. C. Budge, F.S.A.A. 

Nov. 14 “ Income Tax.” Forum of Mr. A. W. C. 
Lyddon, F.S.A.A., Mr. R. N. Ching, F.S.A.A,, 
and Mr. T. V. Johns, H.M. Inspector of Taxes. 

Dec.5 “ Trust Accounts,” by Mr. A. E. Stedman, Solicitor. 


Jan. 16 “ Auditing.” Forum consisting of Mr. G. E. L. 
Whitmarsh, F.S.A.A., Mr. H. S. Bull, A.S.A.A., 


Costing, 

Mar.5 “Mercantile Law.” Forum consisting of Mr. R. D. 
Luscombe, Solicitor, Mr. G. N. Bradley, Solicitor, 
and Mr. S. G. T. Holmes, A.S.A.A. 

Mar19 Visit to City Treasury, Plymouth, to inspect 
accounting machines. 

Meetings will be held at City Treasury, Plymouth, at 6 p.m. 


HULL ‘ 
Students’ Section 
Syllabus, 1947-48. 
1947 


_ Oct. 17. “ The New Companies Act,” by Mr. A. E. Langton, 


LL.B., A.S.A.A. 
Nov. 26 ‘“‘ The Profits Tax,” by Mr. H. A. R. J. hn ca 
F.S.A.A., F.C.A., to be held in the Regal Room 
Dec. 18 Soéial Function. 
1948 
Jan. 16 Ten Minute Papers. Prizes for the best papers will 
7 awarded from the A. H. Crumpton Prize 
und. 
Feb. 20 ‘‘ Executorship Law, including Death Duties,” by 
Mr. R. Glynne Williams, F.C.A. 
Mar.19 “ * Finance of Export es ” by Mr. 
W. J. Thorne, B.Com., A.I.B 
Aprillé “ Mock Meeting of Creditors, by Mr. A. V. Hussey, 
S.A.A. 
Meetings will be held at the Church Institute, Albion Street, 
Hull, at 6.15 p.m. Senior members are invited to attend. 


LIVERPOOL 
Students’ Section 
Syllabus, October-December, 1947. 


Oct. 4 I~ sa Law,” by Professor W. Lyon Blease, 
M 


» 11 “ Partnership Accounts,” by Mr. J. Sloan, F.S.A.A. 
iw Me aa Instruments,” by Mr. G. Bean, O.B.E., 
M 


», 25 ‘“* Marginal Costs,” by Mr. F. C. Lawrence, F.C.W.A. 
Res. 7 ~ —_—s Law,” by Mr. E. E. Edwards, M.A., 
.B. 
» 8 ‘The Five Income Tax Schedules,” by Mr. W. H. 
Stainer. 
os ———- Accounts. Abatement of Legacies,”’ 
by Mr A. Kieran, A.S.A.A. 


», 22 “ Liquidations,’”’ by Mr. E. G. Hardman, F.C.I.S. 
no .." “a7 and Guarantees,” by Mr. G. Bean, 
.M. 
Dec. 6 “ a. Control,” by Mr. S. C. Roberts, 


F.C.W.A 
» 13 “ Income Tax, Schedules D. 1 and 2,”” by Mr. W. A. 
Barnes, A.S.A.A. 
» 20 “Statistics,” by Mr. A. R. Ilersic, B.Com. 
Arrangements have been made to hold a series of Saturday 
morning meetings commencing on September 6, 1947, at the 
Liverpool Incorporated Accountants’ Hall. The meetings, 
which commence at 10.45 a.m., will last approximately 45 
minutes and will be followed by a short discussion. 


MANCHESTER 


Oct. 17 my Discussion Meeting, Midland Hotel, 
m. 

o & ‘ Examination ay Book-keeping and 

Accounts,” by Mr. H. Hill, A.S.A.A. 


Students’ Meeting at Estate Exchange, 6.15 p.m. 


October, 1947 


Nov. 7 “Current Financial Problems,” by Mr. C. L. 
Lawton, M.Sc. (Econ.), Barrister-at-Law. 
— and Students’ Meeting, Midland Hotel, 
p-m. 
NORTH LANCASHIRE 
At the annual meeting on July 28, the President and 


Vice-Presidents were re-elected. Mr. John Wareing was 
elected as an additional Vice-President and Mr. W. G. 
Hunnibal was appointed Treasurer. 

Repert 


The total membership is F240, comprising 35 Fellows, 
105 Associates, and 100 students. 

A Library Sub-Committee was appointed. Additions have 
been made to the books available, and suggestions for further 

will be welcomed. Books may be borrowed on 
application to the Honorary Librarian, Mr. John Wareing, 
11, Chapel Street, Preston, and will be forwarded post free 
to out-of-town members. 

A presentation was made to Mr. John Wareing in recog- 
nition of his long and valued services as Honorary 
from 1919 to 1946. His successor is Mr. Kenneth R. Stanley. 

The Committee record with regret the death of Mr. James 
Lucas, Treasurer of the District Society since 1911. 

Congratulations are extended to the President, Mr. Walter 
H. Marsden, on his election as Chairman of the Lancashire 
Chambers of Commerce Committee. 

Five well-attended lecture meetings were held. One of 
these was arranged by the Manchester Branch of the Char- 
— Institute of Secretaries, and was a joint meeting with 

em. 

Three students passed the Intermediate Examination in 
November, 1946. 

The Committee are anxious that members and students 
should support the lectures and functions it is hoped to arrange 
in the coming year. Constructive criticisms and suggestions 
will be welcome. 


SWANSEA AND SOUTH-WEST WALES 
The annual meeting was held on July 25. The report and 
accounts were ad . 
Report 


The membership consists of 70 members and 70 students. 

Six lectures were given to the District Society and six to 
the Students’ Section. The thanks of the Committee are 
extended to all the lecturers. 

The Committee regrets to report the death of Mr. A. E. 
Goskar, a valued member of the Committee. 


PERSONAL NOTES 


Mr. Andrew Brodie, F.S.A.A., has been appointed an 
Honorary Life Member of the British Red Cross Society in 
recognition of the valuable services he rendered as Honorary 
Secretary of the North Staffordshire Appeal Committee of 
the Duke of Gloucester’s Red Cross and St. John’s Fund. 

Mr. F. D. Hambling, A.S.A.A., has entered into partnership 
with Mr. S. T. Warren. They will practise under the style of 
Hambling & Warren from 39, Exchange Street, Norwich. 

Mr. S. T. Tunbridge, F.S.A.A., ———s as Tunbridge and 
Lacey, 6, South Quay, Great Yarmouth, has taken into 
partnership Mr. J. R. Groom, A.C.A., from September 1, 1947. — 
The practice will be continued at that address under the 
firm name of Tunbridge & Groom. Mr. S. T. Tunbridge, 
F.S.A.A., and Mr. W. P. Gill, F.S.A.A., will continue to 
practise at 15, Surrey Street, Lowestoft, under the firm 
name of Tunbridge, Lacey & Co. 


OBITUARY 


WILLIAM BARCLAY SIEVWRIGHT 
We regret to report the death of Mr. William B. Sievwright, 
Incorporated Accountant, Perth, which took place on ~ 
August 20. He was a partner for thirty years of the firm of 
Moir, Wood & Co., Incorporated Accountants, Perth. Mr. 
Sievwright was well known professionally throughout Perth- 
shire. He was a member of many committees connected 
with social and farming interests and besides being a keen 
eyed > took considerable interest in cricket and football. 
e was 


The Board of Trade have appointed Mr. F. S. Tredinnick 


to be Registrar of Companies in place of Mr. P. Martin, who 
has retired. 
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and Mr. T. R. Johnson, F.S.A.A. 
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